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Penn and Navy meet once again on Franklin Field! 

Lots of Philadelphians here . . . and lots of people from 

out of town, too. Between halves, that reminds us of 

our own business. We serve many Philadelphians in many ways 
through our 24 offices. That helps us to know about 

the city — and out-of-town business men are welcome to draw 
on that knowledge. Why not drop in or drop a line? 

It means a 50-yard seat on Philadelphia's financial scene . . . 
for visitors and for the “home team.” 


The Pennsylvania Company 


for Banking and Trusts Founded 1812 


Serving more people more ways than any other Philadelphia bank 


24 offices, Philadelphia and suburbs member Federal Reserve System - Federal Deposit Insurance Corporation 
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Cover Picture . . . Columbia River Gorge 
near Crown Point. The building of Grand 
Coulee and Bonneville Dams on the Colum- 
bia afforded additional electric power pro- 
duction in the Northwest of 16 billion 
kilowatt hours in fiscal 1951 (latest data), 
of which the aluminum industry alone pur- 
chased $13.5 million worth. Over the nation 
that year privately and publicly owned 
utilities produced a total of .370 billion 
kilowatt hours. 

The growing need for electric power, aris- 
ing both from industrial uses and from the 
public’s increasing interest in electric house- 
hold equipment, appears in reports of pri- 
vate corporations as well as those from 
government supported projects. For exam- 
ple, Maytag reported a higher sales volume 
than for any previous year, and Philco 
cited a demand for television sets in excess 
of production capacity for much of the year. 
Sylvania Electric Products, Inc., which does 
business with both the individual and the 
industrial consumer, grew from $5.8 million 
twenty years ago to $32 million in 1942 and 
$235 million in 1952. 


—Photo from Union Pacific Railroad Co. 
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Keep Banking Confidential, Too 


This refers to your August editorial 
entitled “Keep It Confidential.” 


I agree with your thesis that trust 
affairs should be held in confidence. 
But why limit the confidence to trusts? 
Banking matters should be treated as 
carefully as trust matters. When discuss- 
ing this subject recently, a friend and I 
bet that we could find out each other’s 
checking account and savings account 
balances without leaving our office (in 
an oil company), by simply calling on 
the ’phone. He took the negative, and 
won ... but only because one bank 
out of the five involved observed any 
kind of reluctance; even that bank dis- 
closed that the account involved was a 
“medium three-figure amount.” The 
balances were obtained simply by call- 
ing a teller in our own banks and ask- 
ing them to “try to find out.” 


Fred Norris 
Los Angeles 


Amen to Editorial 


In view of the controversial condition 
of economics, your recent editorial on 
“Isms in Modern Education” was most 
interesting and much appreciated. 


As an American humorist once put it, 
it isn’t that people are ignorant. it’s only 
that people know so many things that 
just ain’t so. But people’s ideas — right 
or wrong — have extremely important 
consequences because their beliefs will 
sooner or later determine the condi- 
tions we live under and will shape the 
type of world we have. 


Current economic education reflects 
to a very large extent the New Deal and 
Fair Deal philosophies. Too many of 
them were popularly accepted merely 
because they were believed to lead to- 
wards the achievement of generally de- 
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sired and agreed aims. Acceptance 
should depend, however, upon a prior 
study of the validity of the claim, thor- 
ough consideration of alternatives, and 
detailed analysis of the price and sacri- 


fice entailed. 


Generalized statements against some 
of these changes have done very little 
good. Charges of ulterior and subversive 
motives — even if justified — have 
tended to create only resentment and 
thus refusal to even consider the validity 
of these objections. More success might 
be had by applying the methods of 
modern psychiatry. 


Every thinking American should take 
a more active interest in what his chil- 
dren are being taught. to find out what 
kind of economic education they are 
getting. Parents should make it a point 
to look over their children’s textbooks 
and assignments on Economics and 
other Social Sciences — if possible, dis- 
cuss key points in their note books. 
What goes on at class room discussions 
is another revealing side. Attendance at 
P.T.A. meetings, lectures, and various 
school functions will provide much op- 
portunity to get to know teachers and 
other school officials. 


Such a program would be intellectu- 


ALHAMBRA BRANCH, 
200 E. MAIN STREET 


For complete Trust service in Cen- 
tral and Southern California, Think 
First of Security-First. 140 Offices 
and Branches—from mid-state to 
the Mexican border, and through- 
out Metropolitan Los Angeles—as- 
sure on-the-spot attention to details. 
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ally stimulating, and bring closer rela- 
tionships between parents and offspring. 
This approach, instead of interfering 
with academic freedom, would, if un- 
dertaken in a friendly, objective and 
democratic fashion, lead to a free inter- 
change of viewpoints, provide schools 
and their officials with much needed 
support, and result in an unbiased re- 
valuation of current ideas and teaching 
and a consequent all-around improve- 
ment. 


Business men have increasingly been 
using advertising space as a means of 
presenting simple economic truisms and 
of explaining the problems and opera- 
tions of their business in simple terms. 
This trend should be encouraged, as 
well as the economic training programs 
for employees. 


Many economic foundations are doing 
an excellent job in educating the public, 
as are also economic workshops con- 
ducted by competent men and super- 
vised and supported by local business 
men. Contributions to these organiza- 
tions should be encouraged, but with 
careful and periodic investigation — 
lest contributors play right into the 
hands of subversive groups. 


Employers and corporate officers can 


ECURITY- FIRST 
NATIONAL BANK 





OF LOS ANGELES 


Trust Department 


Head Office: 6th & Spring Sts. 
Los Angeles, California 
Telephone: MUtual 0211 


reduce the appeal of socialistic argu. 
ments to their employees by eliminating 
three factors — the feeling of unim. 
portance, lack of economic opportunity, 
and envy. To say that economic suffer. 
ings lead people to adopt socialism is 
only part of the story. Psychological 
hardship — real or imagined — is 
equally important. If employees have 
to be laid off, the simple and callous 
device of enclosing a pink slip has 
done much to add significance to the 
color selection. By trying to aid the 
unneeded workers to find jobs else. 
where, by making regular employees 
feel more important and part of the 
team, by pushing them ahead — inside 
as well as outside the firm — and by 
providing for them the maximum 
amount of possible economic opportun- 
ity, business men could do much to. 
ward becoming the friends of their em. 
ployees. And much of the present tend. 
ency of holding business men respon- 
sible for our ills could be reversed. 


It is hoped that your recent editorial 
is but the beginning of a series of 
similar articles. By taking up separate 
topics — such as private property, in- 
equality of income, competition, mar- 
ket-price determination. profits, wages, 
rent, single aspects of socialism and 
capitalism — and by listing significant 
quotations pro and con from current 
textbooks and other economics books, 
pointing out the underlying assumptions, 
the reader will soon learn how these 
topics fare in the class room. Moreover, 
he will be in a position to form his own 
conclusions. Such editorials can be not 
only highly instructive, but also enter- 
taining and stimulating. 

Karl Wittrich 
Allentown, Pa. 


Trust Accounting Series 


We would be interested in receiving 
the series of articles on Trust Account 
ing and Auditing (Aug. p. 596) if they 
are published in pamphlet form. Pleas 
let us know if you definitely plan to 
compile these articles. 

Margaret Siegmund 
Bankers Trust Co. 
New York 


Ep. Note: It’s up to our readers. If 
sufficient interest is shown, we’ll be glad 
to prepare a pamphlet containing the 


series, at modest cost. 
A A A 


It’s Now Internal Revenue 
Service 


The name of the 165-year old Bureau 
of Internal Revenue was changed to “In- 
ternal Revenue Service.” 


TRUSTS AND EsTATES 
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REAK-EVEN POINTS 
in Srust Profitability 
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ROFITABILITY IS THE MASTER KEY TO SUCCESS IN TRUST 

business as it is in any other. Red figures are not only 
a danger sign but an invitation to attack by management 
and a forerunner to general dissatisfaction and deterioration 
of service. To paraphrase; “with profit, nothing can fail; 
without it nothing can succeed.” 


Yet there are still many atavistic bank managements who 
cling to the misconception that the trust department should 
be solely a service division catering to “important” com- 
mercial accounts and contacts, a sort of loss-leader to the 
2 99 . . 
major” functions of deposits and loans. 


This is neither justifiable nor necessary. and is certainly 
a disservice to the customers. Fortunately, the well-con- 
ceived, well-staffed trust departments are under no such 
handicaps but rather are operating in a business-like man- 
ner that benefits customer, bank and trust department. Far 
too much credence has been given to the loose generalization 
that “9 out of 10 trust departments” operate at a loss, 
Actually, these have largely been the ones that knew or 
suspected their weakness. or were below the minimum gross 
income and volume. Cost studies by the Federal Reserve 
Bank of Boston disclose that all New England trust depart- 
ments reporting gross income of over $200,000 showed 
profit, two-thirds of those reporting between $50-$100,000 
were in the black, and even in the less-than $50,000 gross 
bracket, six out of sixteen were able to operate profitably. 


Cheap Dollars Hinder Operations 


One condition of great significance has been developing 
in recent years, but so gradually as perhaps to have its full 
import escape the attention it demands. The deterioration 
of the dollar — customary measuring unit of pricing and 
purchasing power — has made the $20,000 of ten years 
ago worth only $10,000 in today’s values. And since fiduci- 
ary fees are based on a percentage of principal! or income 
dollars, they will buy only half as much work, equipment 
and services for the bank. The attorney, accountant or in- 
suranceman likewise has only half the purchasing power 
from his service to the $20,000 account. 


This situation calls for a sharp reappraisal of minima in 
business development, acceptance and operating policies, or 
introduction of practices which double the economy and 
eliciency. Where the $20,000 trust or $10,006 estate once 
provided enough revenue for its keep, the sights must be 
raised to twice that amount, or the minimum fee adjusted 
accordingly or new techniques adopted to compensate. It 
simply is not possible to pay today’s salaries and other 
operating expenses out of “50%” estates and trusts. At the 
lower levels, volume is not the solution, only an aggravation. 
There is no future in losing dollars on twice the number of 
accounts, 
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Cost Analysis Essential 


It has never made sense to set charges on a guess-and-hope 
basis, but cost analysis is more than ever essential if trust 
business is to stand on its own. The time for subsidy is past 
and only a factual showing of legitimate costs can support 
either needed fee schedule increases or renegotiation of old 
accounts. Without such supporting data, renegotiation should 
not be undertaken, and unless it is, trust departments will be 
burdened with a heritage of continuing losses or will penalize 
unduly the new or self-supporting accounts. 


Blanket raising of fees can only accentuate the inequities 
as between types or conditions of accounts. William G. 
Cleaver of the First National Bank and Trust Co. of New 
Haven — long a leading figure in Trust Cost committee 
work—said in his Mid-Winter Trust Conference talk, in 
referring to fee increases to “cover costs plus a margin of 
profit”: 

“Important as it is to charge adequate fees, I submit 

it should be the last rather than the first resort as a 

means of producing a reasonable profit. . . If that were 

all there were to it, we would soon price ourselves out of 
business, for it would place a premium on wasteful meth- 
ods and inefficiency.” 

The A.B.A. Trust Division’s book on Recommended Cost 
Accounting Procedure not only provides an easy-to-apply 
method, but also allows valuable comparison on uniform 
bases, for the department, types of service and individual 
accounts. A number of studies* point the way to neglected 
and very proper compensation for special services. Others 


*Eg. Stephenson’s Studies in Trust Business, Series 3, Number 4; Nov. 
"48 T.&E., p. 425; Mar. 52, p. 202. 
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describe operating economies.+ The Common Trust Fund 
has been of extensive and continuing benefit to all parties 
concerned, giving better service at less cost. Thorough 
studies, such as that by Old Colony Trust Co. of Boston, 
prove that trusts under $100,000 can generally be handled 
through a common fund for a minimum charge of less than 
half that for separately invested accounts, with cost savings 
of 35%-60%. Tests here indicated that a $500,000 Fund 
was the breakeven point. 


Progress and Profit Interdependent 


Trust Service is not and need not be a big money-maker; 
its contributory values to bank, customer and community, 
and its growing volume are equally important, but it cannot 
provide the values, or the honor, without reasonable profit. 
There is no longer valid excuse for continued operating 
losses; the fault, after the incubation period, lies primarily 
with management — bank and trust — for remedies of 
many kinds lie at hand: better efforts and screening for 
new business, pre-planning to anticipate and avoid trouble- 
spots, elimination of fee-cutting as the basis for competition, 
renegotiation of inadequate fees or free services, and above 
all a capable trust staff supported by cooperative bank off- 
cials. There is no economy or progress in penny-pinching 
on good equipment and other aids, or in low salaries with 
high turnover and potential liability. Two recent addresses 
by presidents Helm of Chemical Bank & Trust Co. of New 
York and Gelbach of Central National Bank of Cleveland 
should be read by every director of a trust-empowered 
bank.** They not only illustrate the progressive thinking 
of banking leaders but specifically cite the integral import- 
ance of trust services to a modern bank and the community. 


There is need for a hard and fast new look at the Break- 
Even points, not alone in the minimum fees and size of 
accounts, but in the cooperation between bank and trust stafi 
and the compensation of the type of personnel that brings 
profit with honor to the institution of Trusteeship and to its 
confreres in the Bank, the Bar, Insurance, Accountancy 
and Government. 


A yy 


The Fight for Honest Money 


ye ALMOST THE SPAN OF A GENERATION, BANKERS AND 
other members of the financial community have been 
licking their wounds or at best fighting a rear-guard action 
against socialized money and credit. Natural leaders of eco- 
nomic thought and action in. their localities and in the 
nation, until the bank holiday, they either fell silent under 
the chastisement of a generally unsympathetic Administra- 
tion, or worked to regain prestige on the local level. The 
role of whipping-boy was not conducive to self-assertion, yet 
the more courageous came to speak up on national fiscal 
affairs as they saw the dangers of inflation and instability 
and government spendings. 


Individually these citizen-bankers have laid a firm ground- 
work of public respect and potential followership; they have 
realistically championed and demonstrated the common 
concern in a strong and reliable dollar among the thinking 
people of their communities. And they have not all been 
discouraged because their pleas for sound fiscal policies 


tEg. Apr. "46 T.&E., p. 399; May °46, p. 513; Aug. '46, p. 177; Feb. ’51, 
p. 99. 


*“See June T.&E., p. 408 and July, p. 524. 
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were so long nought but cries in the wilderness of “Dollar 
Diplomacy.” 











But the universal clamor of bankers for sound-money 
policies of the Government has lost some decibels as we 
see that there is a price to pay and sacrifices to be made, 
not by future generations but by our own! The new Admin. 
istration has shown the economic strength of character 
which bankers have so long urged and the country so vitally 
needs. It deserves the hearty-and highly vocal-support of 
all financial leaders, especially as the Opposition appears 
to have chosen the Honest-Money practices and the appear. 
ance of practical bankers in the Federal councils as key 
points for attack. 


















There is a real battle ahead on the Economic Front, and 
whether it is to be dominated and won by pressure groups, 
by coddling politicians or by public-spirited men of integ. 
rity will depend on the latter’s ability not only to do and 
urge the right thing but to convince the public that it is in 
its interest. After years of comparative silence it will not 
be easy, but there are hopeful signs. 















One of the most promising efforts to gain popular under- 
standing of the economics of both banking and govern. 
ment is the program of the New York State Bankers Asso- 
ciation, as already evidenced by a series of lay-language 
Bulletins on current and everyday money questions. These 
pamphlets are directed toward arousing bankers to carry 
the story to their townspeople, and toward providing educa- 
tional material for school and customer distribution. It is 
to be hoped that a concerted nation-wide educational pro- 
gram can be worked out by the American Bankers Associa. 
tion, and a coordinated effort along public information lines 
worked out by the Financial Public Relations Association. 












The challenge has been clearly defined by a former A.B.A. 
president, Robert M. Hanes of North Carolina’s Wachovia 
Bank & Trust Company, in these incisive words: 






“These are crucial and decisive days for all bankers and 
businessmen. We are in a period of transition from a con- 
trolled economy to a free economy. In banking and finance, 
it is a time of reconversion, moving from a pegged money 
market to a market regulated by the traditional forces of 
supply and demand. 








“A source of tremendous reassurance to all bankers 
is the knowledge that we are now operating under a new 
type of leadership in Washington. In my opinion, it is a 
team of the best brains and ability that has ever been 
assembled to direct this nation’s affairs. 






“Business leadership is now being called upon to prove 
that the principles it has always proclaimed can and will 
work; that in this new atmosphere our enterprise system 
will flourish and bring increased benefits to. a!l citizens in 
every walk of life. It is, therefore, the responsibility of 
bank management, as indeed it is the duty of every citizen 
regardless of party, to cooperate in every possible way f 
with our leaders in government to make the new admini- J 
stration a success. If it should fail, it will probably mean § 
the end of our free enterprise system and the beginning 
of a socialistic economy such as the one which liquidated 
the British Empire. 












“The transition will not be easy. There are calculated 
risks. The drug addict who tries to get off dope usually | 
has a rough time. Business in this country has had 80} 
many shots in the arm in the past 20 years that the pros- 
pect of living without artificial stimulants is frightening 
to timid souls. But we must get back to those fundamen- 
tals of individual responsibility, self-reliance and freedom | 
of action that made this country great if we are to assure} 
our own future and provide leadership for a free world.” 
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Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate 
and Interest and Income Tax Records 
Handling of Security Preparation of Schedules for 


Sales and Purchases use in Court Accountings 


Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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T IS NOT ALWAYS EASY TO CONVINCE 
let of the merits of trust service. 
For a variety of reasons, some of which 
I mentioned in an earlier article in this 
magazine* trusteeship must be sold. 


I am an enthusiastic salesman for 
bank trusteeship. For many years my 
firm has specialized in the establishment 
of bank trust funds. In an article written 
a few months ago for a leading medical 
journal which goes to 135,000 physi- 
cians and surgeons, | strongly recom- 
mended the trust department of a bank 
as the safest place for the funds of these 
professional men. 


Many areas in which we have clients 
lack adequate trust facilities. In some 
instances, too, the limited funds involved 
have sharply restricted the use which 
might be made of the local trust depart- 
ment. 


To meet this situation, we long ago 
concluded that an ideal solution involved 
the establishment of a trust or custodian 
account with the local bank acting as the 
watchdog of the funds but with com- 
pletely independent investment manage- 
ment who we were positive had the time 
and the ability to manage the funds. 
Since a study of available managements 
led us to conclude that some of the finest 
investment brains in the country were 
gravitating to the mutual investment 
funds, we selected one with a reputation 
for extreme conservatism combined with 
nearly a quarter of a century of profit- 
able performance. This fund, already 
widely used by fiduciaries and a legal 
investment for trustees nearly every- 
where, has turned out to be an ideal 
working companion to the local trust 
company. The living trusts which we 
have set up with this combination have 
proven eminently satisfactory to our 
clients. 


Adaptability to Life Insurance 


Many of these clients have asked us 


*“What the Public Really Thinks of Trustee- 
ship,”” Nov. 1940, p. 499. 
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A New Itust “Package” 


LIFE INSURANCE TRUST — LIVING TRUST 
IN A SINGLE INSTRUMENT 


NORMAN F. DACEY 


Mr. Dacey has 
been associated with 
the trust field for 
nearly a quarter of a 
century. His special 
interest in broaden- 
ing the use of trust 
service to include es- 
tates of moderate 
size dates back to the 
earlier days of com- 
mon trust funds. As vice president of a pri- 
vate trust company in Boston in the 730’s, he 
originated a common trust fund in which 
more than 10,000 individuals have partici- 
pated. During the war, he directed psycho- 
logical warfare operations on General Dwight 
D. Eisenhower’s Supreme Headquarters staff 
in Europe. He now heads the firm of Nor- 
man F. Dacey & Associates, financial con- 
sultants on estates, with offices in Bridgeport 
and Stamford, Conn. 





if there was not some way of obtaining 
this same happy combination of services 
for the proceeds of their life insurance. 
There is nothing new about life insur- 
ance trusts nor about living trusts. Here- 
tofore, though, they have generally been 
completely separate operations, carried 
out by the bank under two separate in- 
struments. 


The value of a life insurance trust 
needs no elaboration here. Nearly all of 
our clients faced the traditional problem 
in connection with the disposition of the 
proceeds of their life insurance—should 
they have such proceeds paid in a lump 
sum of cash to a beneficiary unskilled in 
the handling of such large sums and 
thereby risk having the funds dissipated 
or unwisely invested, or should they 
leave the proceeds with the insurance 
company to be doled out under a settle- 
ment agreement which offers only a 
drearily small interest return? 


The solution to the problem has been 
a special trust instrument which unique- 
ly combines a living trust and a life in- 
surance trust. With it, the client has been 
able to enter into an arrangement with 
his local bank or trust company which 
combines his life insurance estate and 
his other assets in a single trust and 
assures that the funds left to his benefi- 
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ciaries would be as safe and productive § the 
as possible. Thus there was eliminated § Pre! 

the necessity of his having to choose 
either of the unsatisfactory alternatives 

described above. T 
to i 

Framework of Trust Plan men 

sona 

The instrument sets up a revocable § 4... 
living trust to include the settlor’s life By <4, 
insurance and such other property as he § >, 
may deposit at the outset or subsequently Bg 
from time to time. As in the usual life § 
insurance trust, the settlor delivers his die 
insurance policies to the trustee with the appr 
latter properly designated as the benef. ; 
ficiary. During his lifetime, the trustee § )) 
holds, invests and reinvests the other a 
property, paying the settlor the income § 4,,,, 
or expending or reinvesting it as he may § ,}), 
direct. Upon his death, the trustee col- dein 
lects the proceeds of the insurance and tae 
adds it to the other property. on 
Several suggested dispository pro- § ce 
visions are included in the sample in- Shou 
strument provided to the client. One, to able, 
be used in cases where the maximum the fi 
marital deduction is sought, provides § Ap 
that the trust shall be divided into two § anny; 
parts. With respect to the first part, it is B the e 
provided that the trustee shall pay the f ficiar 
income to the settlor’s wife, together with F5% ¢ 
such sums out of principal as she may fIt js 
request. Alternately, the settlor may re f distri 
strict his wife to the income only while Bdistin 
giving her the power to appoint the trus tions) 
in her will as she may wish. We genet Bpay t, 
ally recommend that she be given both B ithe ¢, 
the power to appoint and the privilege Bhe re; 
of withdrawal; this will not only enable B benef; 
her to make such distribution of the BIf the 
estate at her death as is appropriate t0 Ball so 
the family conditions existing at that B truste, 
time but also will permit her to make deficit 
tax reducing gifts to heirs while she * 
lives. siete 
The instrument provides that with re hedge 
spect to the remaining part (or withi}@ per 
respect to the entire insurance proceeds§{ benefi 
and trust fund, if no separate marital§jto hay 
deduction provision is desired) the trusf} tion of 
tee shall pay any administrative ex} Proper 
Trusts anp Estates SEPTE 
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penses, taxes and claims against the set- 
tlor’s estate, and shall pay the income 
from the trust to the beneficiary, to- 
gether with such sums out of principal 
as the trustee in its discretion may deem 
for her benefit. Upon the death of the 
settlor’s wife, it is commonly provided 
that the trustee shall pay the trust in 
equal shares to the settlor’s issue, with 
the option of paying over the principal 
to such issue at age 2] or at a later date. 


So far as the insurance policies are 
concerned, the trust is not “funded” — 
the trustee has no obligation to pay the 
premiums, this resting with the settlor. 


Use of Mutual Fund 


The trustee is specifically authorized 
to make all investments and reinvest- 
ments of the trust assets, except a rea- 
sonable amount of uninvested cash, in 
shares of “Investment Fund X” which 
I identified earlier as one of the coun- 
try’s largest and oldest balanced mutual 
funds. The fund, known for its conserva- 
tism, has a present portfolio balance of 
about 62% in common stocks, 3% in 
appreciation bonds and preferreds, 24% 
in investment bonds and preferreds, and 
11% in U. S. Government bonds and 
cash. The instrument provides that 
should shares of the fund not be avail- 
able or if there should be a material 
change in the fund’s policy or profes- 
sional standing, the trustee is authorized 
to substitute the shares of another bal- 
anced investment fund of good standing. 
Should no suitable substitute be avail- 
able, the trustee is authorized to invest 
the funds in its own absolute discretion. 


Another feature of the trust is an 
annuity-like income provision which has 
the effect of assuring the income bene- 
ficiaries a minimum annual income of 
5% of the value of the trust property. 
It is provided that should the income 
distributions from the mutual fund (as 
distinguished from capital gain distribu- 
tions) be less than 5%, the trustee shall 
pay to the beneficiaries such amount of 
the capital gains distributions as shall 
be required to bring the income of the 
beneficiaries up to the 5% minimum. 
If the mutual fund’s distributions from 
all sources do not equal 5%, then the 
irustee is authorized to make up any 
deficit from principal. 


Among other things, this type of in- 
tome clause is regarded as an ideal 
hedge against a rising cost of living. In 
a period of inflated prices, when the 
beneficiaries’ living cost may be assumed 


lo have risen, the designated distribu- 


tion of 5% of the then value of the trust 


‘Property will represent a larger total 
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“And in my will I want you to cut the government off without a penny!” 





Courtesy of Lawyers.-Co-operative Pub. Co., Rochester, N. Y. 


number of dollars and therefore a larger 
purchasing power. 


This trust “package,” combining the 
living trust, the life insurance trust and 
the services of independent professional 
investment managers, appears to have 
met with the enthusiastic approval not 
only of the clients who are using it but 
also of the attorneys and trust officers 
whose services are required to adapt the 
general pattern of the plan to the indi- 
vidual circumstances of the client. 


From A. Fuller Leeds, trust officer of 
the Bridgeport-City Trust Co., has come 
the comment: 


“This idea of combining a life insur- 
ance trust and a revocable living trust 
is not only sound in theory but as a 
practical matter, is working very sat- 
isfactorily for us. It makes sense to 
have the proceeds of life insurance 
joined with a man’s other assets so 
that the whole may be administered as 
one unit for the benefit and protection 
of his family. 

If the trust instrument is properly 
drafted, not only is the trust operated 
economically, but important tax sav- 
ings may be effected.” 


Donald J. Proudman, trust officer of 
the First-Stamford National Bank and 
Trust Co., has put it another way: 

“We like the flexibility of the agree- 
ment. It is reasonably simple in form 
and yet.has all the provisions neces- 
sary to make it fit many estate plans.” 
Representing all that we have learned 

in twenty-three years of professional es- 
tate planning, with the invaluable con- 
tribution of our counsel, the distin- 
guished Connecticut trust attorney, Mr. 
Bradford Boardman, we feel that the 
plan outlined here is an important de- 
velopment in the trust field. 


A AA 


Forms for Fund Trusts 


Massachusetts Life Fund, through its 
general distributor the Fifty State Street 
Company, is making available to invest- 
ment dealers and attorneys a booklet 
containing examples of trust forms that 
may be used for payment of income 
from the Fund and distribution of 
principal to achieve specified objectives. 








For 


Ancillary Trust Service 


In 


OKLAHOMA 





Roy M. Huff, Vice President and Trust Officer 
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OFFERING COMPLETE BANKING AND TRUST SERVICES 
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NATIONAL BANK 


HE VOLUME OF INDIVIDUAL TRUST 

fund assets administered by na- 
tional banks during 1952 climbed above 
the all-time high of the previous year 
to set a new mark of $39,666,000,000. 
This total for 1,513 trust departments, 
as released last month in the report of 
Comptroller of the Currency Ray M. 
Gidney, compares with $36,137,000,000 
administered by 1,512 trust departments 
on Dec. 31, 1951, and represents a gain 
of 9.7%. More than 65% ($26 billion) 
of the dollar value, and 28% of the 
total number of individual accounts, 
was in the “agency, escrow, custodian, 
etc.” accounts classification. 


TRUST ASSETS, EARNINGS, ADVANCE 


Trust department gross earnings of 
$80.6 million were more than 7% 
ahead of the $75.1 million of 1951. The 
average trust department raised its 
gross earnings from $51,368 in 1951 to 
$53,289, and the average individual 
trust account earnings also increased, 
moving from $280 in 1951 up to $313 
in 1952, but not quite equalling the 
$322 figure for 1950. 

The average size of individual trust 
accounts advanced from $144,685 in 
1951 to $154,432 last year, continuing 
the steady trend upward, broken only 
by the remarkable year of 1950, when 
the average size was $180,312, an 





Table I 


FIDUCIARY ACTIVITIES OF NATIONAL BANKS BY STATES 
(as of December 31, 1952) 


Personal account liabilities 


Number of personal accounts 


EE. O_O 


etc. 


banks exercising 
fiduciary powers 
Living trusts 
(thousands) 
Court accounts 
(thousands) 
Agency escrow, 
custodian, 
(thousands) 


Location 
Number of 


Bond and deben- 
ture issues out- 
standing where 
bank acts as 
Trust depart- 
ment gross earn- 
ings 1952 
(thousands) 


Court accounts 
trustee 


Total number 
of accounts 


Agency escrow, 
being 


Living trusts 
administered 
(thousands) 





$111,243 $53,032 $191,165 
(1) (1) (1) 
(1) (1) (1) 
14,146 7,668 5,759 
614,962 532,663 925,448 
89,486 35,076 118,112 
125,884 192,557 290,548 
344 1,242 21 
84,577 12,288 134,727 
80,650 100,800 224,432 
45,075 91,884 99,632 


528 
5,514,015 
66,417 
27,948 
96,392 
3,395 
297,884 
39,866 
113,386 
753,376 
909,973 
987,042 
1,852 
292,320 
517 
212,795 
235,698 
9,126 
287,286 
5,799 
12,008,491 
10,031 
4,541 
602,975 
211,612 
104,162 
625,413 
35,882 
30,332 
3,064 


4,114 

,199,926 

91,478 

15,754 

28,085 

13,132 

28,114 

25,400 

35,950 

201,238 

126,588 

137,205 

6,188 

129,093 

1,947 

22,166 

238,313 

8,313 

76,246 

4 5,948 

776,180 

22 25,446 

4 2,776 

44 382,460 

19 84,795 

5 86,560 

981,887 

3 18,549 

9 30,726 

5 3,712 

25 93,355 69,281 99,862 

75 366,383 56,357 210,454 
1 (1) (1) (1) 

18 5,160 8,658 6,667 

64 65,276 129,658 287,483 

17 187,365 33,794 89,426 

. ° 19 20,171 33,874 4,244 

. —_— ss 27 55,350 59,578 120,563 

TS atinenns 12 3,119 4,365 11,958 


Total - 1,518 6,500,833 3,825,471 26,112,620 


(1) Included with figures for Navada. 


3,034 
121,066 
90,819 
21,543 
17,150 
24,728 
11,229 
27,242 
9,465 
198,613 
83,677 
106,255 
5,349 
32,431 
1,462 
27,879 
239,763 
16,220 
167,444 
2,335 
379,020 
32,986 
4,435 
275,517 
8,466 
19,178 
628,342 
14,048 
28,554 
4,448 


604 
(1) 
(1) 
807 
8,643 
1,158 
3,371 
115 
163 
1,389 
1,203 


$146,739 
(1) 
(1) 
139,268 
1,107,606 
97,810 
69,003 


am © 
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pt et 0 
=~ 
Hart 


— 
a 
-~ 


6,222 
1,238 
2,332 
3 

598 
1,315 

843 


128,239 
206,679 
77,348 


349 18 
5,737 9,173 
3,054 1,302 

617 399 

341 3,271 
1,411 163 

582 = 1,595 

629 304 

589 412 
2,338 2,261 
1,439 1,550 
2,859 4,204 

218 46 

435 1,440 

49 34 

367 =—:11,221 

*964 2370 

271 120 
3,169 1,607 

149 464 
7,013 14,460 
1,824 98 

226 32 
3,101 2,648 

208 1,090 

667 587 

22,728 3,073 

221 260 

525 227 

281 54 

1,298 1,251 685 4,155 47,855 
4,225 1,638 1,390 9,982 528,773 
(1) (1) (1) (1) (1) 
200 335 60 607 
1,524 3,781 1,807 7,374 
2,399 1,105 961 4,834 
578 1,578 226 2,420 
957 2,242 1,114 4,638 
152 274 419 876 


92,107 92,018 72,725 297,960 


9,744 
3,595,216 
86,949 
11,435 
92,597 
4,470 
84,336 
59,754 
56,941 
227,600 
276,652 
76,124 
1,135 
93,931 
2,197 
141,232 
27,341 
1,084 
21,260 
1,008 
6,130,765 
103,469 
83,022 
677,740 
352,850 
8,118 
1,033,065 
2,201 
55,386 
216 


34,219 
2,534 
439 
11,635 
5,369 
2,776 
38,430 
815 
1,248 
450 


11,309 
261 
373 
101 


742 
98,919 
51,299 

4,214 
49,330 
294 


16,051,933 


(2) Includes figures for 2 banks in Alaska, 2 banks in Arizona and 1 bank in Utah. 
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amount which exceeds any other year 
to date. The average trust department 
held $26,216,769 of assets under ad. 
ministration for individual accounts, 
representing a gain over both 195] 
($23,899,886) and 1950 ($22,791,287), 

The number of corporate accounts 
being administered by the trust depart. 
ments of national banks almost doubled 
from the previous year, rising from 
17,387 to 34,143 in one year, and sur. 


(Continued on page 628) 
Table Il 


Fiduciary activities of National Banks 
by Federal Reserve Districts 
(as of Dec. 31, 1952) 

Trust de- 
partment 
gross earn: 
ings 
$ 5,588,000 
14,180,000 
2,769,000 
9,210,000 
3,707,000 
4,002,000 
16,041,000 
1,444,000 
2,730,000 
2,961,000 
3,327,000 
14,668,000 


$80,627,000 


Personal 

account 
Boston _..... $ 1,994,391,616 
New York _... 14,836,997,239 
Philadelphia 636,868,875 
Cleveland __.. 3,438,908,538 
Richmond 1,121,146,680 
Atlanta __ 1,607,610,409 
Chicago 9,284,205,471 
oS tos 305,330,415 
Minneapolis _. 1,454,916,260 
Kansas City — 1,425,693,296 
Dallas 734,890,952 
San Francisco.  2,825,012,454 


Total $39,665,972,205 


Table III 


Classification of Trust Investments 
(as of Dee. 31, 1952) 
Amount 
$14,517,225,759 
5,267,414,111 
809,676,980 
736,283,221 
869,291,416 


___ $22,199,891.487 


Type 
Bonds 
Stocks 
Mortgages 
Real Estate 
Miscellaneous 


Total 


Table IV 


Fiduciary activities of National Banks 


(as of Dec. 31, 1952) 


Total bank assets of national 
banks with trust powers 
administering trusts _.... $88,163,712,917 

Trust Assets 

$22,199,891 ,487 

421,411,996 

_ $23,129,128 

16,221,539,594 


Total _ _$39,665,972,205 


Average volume of individual 
trust assets in each bank 

Average volume of assets 
each individual trust 

Average gross earnings per trust 
for year ended Dec. 31, 1952. 

Average gross earnings per trust 
department reporting trust 
earnings 


Investments 

Time Deposits 
Demand Deposits 
Other Assets _ 


re 
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$26,216,769 
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HIGH COSTS 


ROSS INCOME ROSE ON AN AVERAGE 

2.6%, costs went up 8.9% and 
net earnings declined almost 28% last 
year for fifty trust departments which 
participated for both 195] and 1952 in 
the Federal Reserve Bank of Boston’s 
annual analysis of trust income and 
expenses. The survey. conducted for the 
benefit of banks that want to compare 
their trust department performance 
with other New England departments, 
included 54 institutions (one less than 
the preceding year). Their aggregate 
assets in all types of fiduciary accounts 
were valued at $6,205.680,000 and trust 
department income was $17,713,086. 


Three out of five of the banks re- 
porting in 1952 showed a profit on their 
trust department business. The average 
net earnings to income ratio for all the 
banks was slightly over 12%, with 
the highest average ratio in the eight 
banks with trust department income 
over $500,000. This group was the only 
one in which all banks showed a profit. 
These larger trust departments, accord- 
ing to the report, tend to make more 
steady, although sometimes less spectac- 
ular earnings, whereas the smaller de- 
partments are more apt to show changes 
from losses to profits and back again 
in two or three years. The earnings 
figures of the latter departments are 
more easily distorted by one or a few 
large trust accounts. This is borne out 
by the fact that, in comparison with 
1951, the largest gain in gross and net 
income was in the fifteen banks with 
income between $50.000 and $99,999, 
despite five of them showing a loss. 
Only one of the banks with trust in- 
come between $100,000 and $199,999 
showed a profit for 1952, and among 
those with smallest income ($20,000 to 
$49,000), seven showed a loss and 
eight a profit. Profitable trust depart- 
ments among all the banks furnished 
an average of 12% of their banks’ total 
operating income, while unprofitable 
departments provided an average of 


b 6.8%. 
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Analysis of sources of income re- 
vealed that among the 54 reporting 
trust departments, estate accounts fur- 
nish 19.2% of total income. personal 
trusts and guardianships 52.5%, per- 
and corporate 
5.0 per Among the 
departments there is heavy 
teliance on estate accounts, while cor- 
porate accounts are more important 


accounts cent. 
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CUT TRUST PROFITS IN 1952 


NEW ENGLAND TRUST DEPARTMENT INCOME DERIVATION 


Personal 
trusts & Corpo- Y% of total 
Guard- Personal rate bank oper- 
ianships Agencies Estates Accounts ating income 
Group 1* 51.8 27.9 9.8 10.5 18.9 
2 49.7 21.9 21.2 7.2 7.6 
me Sieerses es 51.8 26.5 12.9 6.4 7.4 
4 56.4 16.2 22.7 3.4 8.1 
5 51.4 25.0 22.2 1.4 5.0 
*Group classification of banks is by size of 1952 trust department income. Group 1 — over $500,000; 


2 — $200,000 to $500,000; 3 — $100,000 to $200,000; 4 — $50,000 to $100,000; 5 — under $50,000. 


among the largest banks, accounting 
for approximately 10%. of total income 
in the group with income over $500,- 
000. Personal agencies were slightly 
more important in the very small and 
very large departments. 


Fifty of the reporting banks segre- 
gated personal account figures, and of 
these, 32 showed a profit from personal 
trusts, estates and agencies, averaging 
14.9°%. Five of the six banks which 
reported expense iterns for corporate 
trust business separately showed a profit 
on corporate accounts, with average net 
earnings to income ratio of 16%. Cor- 
porate accounts were less profitable in 
1952 than in 1951 in three of these six 
trust departments. The net earnings to 
income ratio on corporate accounts de- 


clined from 20.5% in 1951 to 14.7% 


in 1952. The net earnings ratio on per- 


sonal accounts fell from 15.2% to 
10.7%. 

Overhead averaged more than 20% 
in corporate accounts and 15.4% in 
personal accounts. Total wages and sal- 
aries, on the other hand, were slightly 
lower for corporate accounts, even 
though officers’ salaries were markedly 
higher. Corporate accounts had higher 
expenses for quarters, and lower for 
advertising, committee fees, information 
services and examinations, than did the 


personal accounts. 


Individual expense items were figured 
in the survey in terms of a percentage 
of total expenses before overhead, this 
procedure producing relationships that 
are more consistent as between one 
bank and another, and for year-to-year 
comparisons for an individual bank. 
Salaries and wages — the largest single 








Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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item — averaged 68.2% of total ex- 
pense before overhead for all accounts 
and varied less than 4 per cent. Forty- 
one banks reported evpenses for em- 
ployee pension and retirement plans 
averaging 3%, with the larger banks 
contributing more to pensions than the 
smaller ones, ranging from 5.6% to 
2.1% in group averages. Adding other 
items of insurance, taxes, and fidelity 
bonds, total personnel expense for the 
typical trust department was nearly 
75% of all direct expenses. Occupancy 
of quarters was the second largest in- 
dividual cost item, averaging 7.7% 


for all banks. 


The trust department’s share of the 
bank’s overhead expenses was estimated 
as 15% of total direct expenses of the 
trust department by 22 of the 54 re- 
porting banks. Twenty-six other banks 
used a more detailed procedure, but 
only 7 computed an overhead allowance 
in excess of 15% of total direct ex- 
penses. Six had allocated overhead to 
the various types of direct department 
expenses. 


The ratio of trust department income 
to total bank operating income averaged 
10.3% for all banks participating in 
the survey. By groups, there was a con- 
siderable range between the smallest, 
with trust income under $50,000 and a 
ratio of 5%, and the largest, with trust 
income over $500,000 and a ratio of 
18.9%. Of the three middle groups, 
those with trust income between fifty 
and a hundred thousand averaged 
8.1%, those between one and two hun- 
dred thousand averaged 7.4%, and the 
group with trust income of two to five 
hundred thousand dollars averaged 
7.6% of total bank operating income. 

In making this annual study, the 
Federal Reserve Bank of Boston pro- 
vides the participating institutions with 
a yardstick against which they can 
measure their own operating experience, 
and, it is hoped, by annual analysis of 
their own operations become better able 
to render adequate service and at the 
same time earn reasonable profits. 


A AA 


National Trust Assets 


(Continued from page 626) 


passing the 25,396 figure of 1950 by 
34%. In dollar value they advanced 
from $14,550,563,662 in 1951 to $16,- 
051,953,400 in 1952, a total slightly 
above the 1950 amount of $16,049 


million. 


Among the Federal Reserve Districts, 
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CHASE BANK GETS THE BIRD! 


STORY THAT MADE HEADLINES ALL OVER THE NATION, AND PRODUCED THE 
A timeliest bank ad of the decade, started like so many other big events, 
as an accidental incident. We refer to the Wall Street flight of “Rufous the 
Hornbill,” the caricature-like bird from Siam that escaped its pet-shop cage 
for a look at New York and particularly the local Banks. 


For two days this refugee gargoyle (see picture) took such a flyer in 
the financial district that bears and bulls united as bird-watchers, and came 
to rest in a dove-cote only after taking a good gander at the fiscal situation. 
On August 6th. it came to rest on the 28th floor ledge of the Chase National 
Bank’s head office building in Pine Street long enough for a photographer 
to get a well-posed picture of the aerial flat-top. 


When the story came out, with illustrations, in the morning Herald- 
Tribune and Times, Kermit Schweithelm, a quick-thinking ad-man at the 
Chase, called the Kenyon & Eck- 
hardt agency and within three 
hours had worked out the copy 
(see cut) that appeared in the next 
morning’s papers. Exceptional was 
its three-point landing; trigger- 
timing for news value, human-in- 
terest topic “to relieve that stuffy 
feeling,” and an absolute natural 
in the current ad sequence en- 
titled “Why don’t you talk to the 
people at Chase?” 


The bank’s publicity depart- 
ment was kept busy all day accept- 
ting congratulations, and sugges- 
tions, and is still getting calls. 
even’ from competitor - bank ad 
mentors. one of whom added to 
his felicitations “even if it brings 


“Somebody told me to talk 
to the people at Chase” 


aid and comfort to the enemy.” 


Not everyone can have a rara avis orientalis perch on his balcony when 
a photographer is handy, but in anticipation it would be well to develop the 
teamwork that enabled the senser of publicity to get it by the censor of 
publicity — president Percy Ebbott — whose sense of good humor released 
the most widely circulated advertisement in recent banking history. 


Sales of bird-seed are reported at record highs in the financial section, 
but it is likely that the next news-break will feature a leopard trying to 
change his ten-spots at a teller’s cage. If Time and Life (Aug. 17th issues), 
Newsweek, Advertising Age, as well as banking and local periodicals do 
as good a reporting job as they have on the “rufous-bird,” we can expect to 
see banking ads take on the newsy look that a few pioneers have recently 
been showing, with much success. 


65.39% 











Chicago continued to hold first place 
in aggregate gross trust earnings, hav- 
ing attained the total of $16,041,000, 
an increase of more than a million and 
a half. San Francisco held second place 
with $14,668,000, and New York third 
with $14,180,000, reversing their rela- 
tive positions of a year ago. 

Investment diversification showed a 


slight increase in the bond section. Of 
the $22 billion classified as investments, 


was in bonds compared. to 
64.57% a year ago. Stocks at 23.73% 


were increased less than half of one f 


per cent, mortgages dropped slightly 
from 4.13% to 3.65%, 


also contained in the report. 
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real estate al f 
3.32% was practically unchanged, and f} 
miscellaneous eased from 4.57% inf 
1951 to 3.91% last year. Breakdowns ff 
according to the six group sizes of f 
banks for purposes of comparison are 
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Some Tax Consequences of 


Life Insurance Transfers 


WINSTON W. WYNNE 


State Manager, Connecticut General Life Insurance Co., Miami, Florida 


HE SALE OR GIFT OF AN INSURANCE 
p peng whether on one’s own life 
or another’s, involves varying tax im- 
plications. Some of these are considered 
here. 


If a policy is sold the seller has a 
capital gain equal to the excess of the 
price over the cost. If his cost is higher 
than the price. the loss is not deductible. 
Unless he is the insured, the buyer loses 
the income tax exemption on the excess 
of the proceeds over the cost on the 
insured’s death. The proceeds are 
usually tax-exempt only to the extent of 
the buyer’s cost which does not include 
the premiums previously paid by the 
seller. The rest is taxable income. How- 
ever, there is usually no gift, and unless 
the transfer is considered to become 
fully effective only at death, the policy 
will not be included in the seller’s estate. 


Illustration: X Corporation takes out 
a $50,000 insurance policy on the life 
of A — it’s President. It pays $10,000 
in premiums. A moves to Y Corpora- 
tion which buys the policy from X for 
$6,500. After Y has paid premiums of 
$6,000, A dies. Only $12,500 of the 
proceeds is exempt to Y. On a shift like 
this, the new employer will often be 
better off to buy a new policy if possible. 
Though it may cost more than a trans- 
fer, the full exemption of the proceeds 
can easily outweigh the initial cost. 


Transfer to Insured 


If a life insurance policy is assigned 
to the insured, the proceeds on death 
are entirely tax-free (income tax) even 
if the insured paid for the assignment. 

Illustration: A corporation takes out 
an insurance policy on the life of an 
officer, It subsequently sells the policy 
to the officer for the cash surrender 
value. His wife is made beneficiary. On 
his death, the proceeds paid to the wife 
are fully exempt. The same result would 
follow under a cross-insurance arrange- 
ment of partners or stockholders. When, 


—_ 


From address before Estate Planning Council of 
Southeast Florida. 
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after the death of one of the parties, the 
policy he holds on the survivor’s life 
is transferred to the survivor, the ex- 
emption is not destroyed. 


While the Bureau says that a trans- 
fer to the insured does not affect the 
exemption on death, it does not follow 
that if he collects on the policy before 
his death, he will get any better break 
than any other transferee for value. 


Illustration: A corporation takes out 
a $20,000, 20-year endowment on the 
life of an officer. After paying net pre- 
miums of $9,400, it sells the contract to 
the officer for the $8,150 cash surrender 
value. He pays net premiums of $8,700 
and at maturity collects the $20,000. 
His cost would be $16,850 ($8,150 plus 
$8,700), and he would have taxable 
ordinary income of $3,150. 


Transfer to Beneficiary 


If a policy is sold to the beneficiary, 
the proceeds on death will not be fully 
exempt. The usual transfer for value 
rules apply and the proceeds are tax- 
able to the extent that they exceed the 
amount paid for the transfer plus sub- 
sequent premium payments. A gift of 
the policy does not affect the exemption. 


If the insured is still insurable, it 
will often be better to have him sur- 
render his policy and let the beneficiary 
take out a new policy. The premium 
cost of the new policy will usually be 
more than the purchase price and sub- 
sequent premiums of the old policy, but 
the over-all cost will often be less, tak- 
ing the tax exemption of the proceeds 
into consideration. In addition, the ar- 
rangement will avoid any possible gift 
or estate tax questions. 


Illustration: A is 40 years old and 
owns a $20,000 insurance policy on 
which his son is the beneficiary. It has 
been in force for 10 years and has a 
cash surrender value of $2,400. He sells 
the policy to his son for $2,400, and 
the son continues to pay $360 a year in 


net premiums. The son is in the 42% 
income tax bracket. The following table 
compares the net profit to the son on 
this transfer, after taxes. with that if he 
had taken out a new policy on his father 
and paid annual premiums of around 


$520: 


Net to Son 
Old New 
A dies in Policy Policy 
1) years: $6,200 $14,600 
20 years... 5,000 9,600 
ae 3,500 5,000 


Transfer to Corporation or 
Stockholders 


If a corporation receives a policy as 
part of a tax-free incorporation, merger, 
or other reorganization, the exemption 
of the proceeds on death is not affected. 
On the other hand, if the policy is pur- 
chased, proceeds above the corporation’s 
“cost” are taxable. 


If a stockholder receives a policy on 
his own life, either as part of the assets 
on liquidation of the corporation or 
otherwise, it is a transfer to the insured, 
and the exemption of proceeds on death 
is not lost. If the policy received on a 
liquidation is on the life of another 
person, there is a transfer for a valuable 
consideration, and the total exemption 
of proceeds on death is lost. However, 
it is not certain what the transferee’s 
cost will be in this situation. None of 
the few decisions or rulings on the ques- 
tion gives a clear-cut answer. 


The Tax Court would apparently 
allocate the cost of stock as considera- 
tion for the policies received. Thus, in 
one case where insurance policies were 
the only assets received, the cost of tax- 
payer’s stock was held to be the con- 
sideration for the policies received. As 
the cost of the stock was more than the 
proceeds ultimately received, there was 
no tax. In another case, the same court 
indicated that where other assets are 
received with the policies, the cost of 
the stock is to be allocated in part to 
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the policies — apparently on the basis 
of the relative values of assets received. 
Under the Tax Court’s view, the tax 
results of the liquidation do not matter. 
In fact, in holding that the cost of 
stock became the consideration where 
only insurance policies were received, 
the Court specifically said that it did not 
matter that taxpayer may have taken a 
worthless stock loss in a prior year. 
However, suppose the policy is worth 
more than the cost of the stock at the 
time of liquidation. It seems clear that 
there would be a liquidating gain. And 
under the court’s view, the fair market 


In 
Philadelphia... 


a 
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value at liquidation apparently would 
not be the consideration even though a 
tax were paid on that basis. 

On corporate liquidation, a policy on 
the life of a stockholder should be dis- 
tributed, if possible, only to him. If 
necessary, he should be willing to make 
up any differences to other stockholders 
in cash or otherwise. In that way, there 
will be no loss of income tax exemption 
of the proceeds on death. 


Transfer to Partnership or Partner 


There is no final agreement on 
whether a partnership is to be consid- 


Sears 


ered a separate legal entity or a co. 
ownership of the partnership assets by 
the individual partners. The former 
theory is now increasingly accepted. 


Below is a list of the several situa. 
tions in which the treatment of insur. 
ance is a question, together with the 
possible answers. Where the two part. 
nership theories yield different answers, 
they are both given. It is assumed in 
each case that the partnership agree. 
ment makes provision for continuation 
of the partnership on the death, retire. 
ment, or admission of a partner, etc. 


1. The partner transfers a_ policy 
on his life to the partnership when it 
is formed or after formation. The ex. 
emption is not affected because it is 
part of a tax-free transaction in which 
there is a carry-over basis. The same 
rule would apply if the policy were on 
the life of another.* 


2. The partner sells the policy to 
the parinership. Under the entity theory. 
there is a transfer for value, and the 
exemption is lost. Under the co-owner 
ship theory, the exemption is partial 
retained. To the extent of his propor- 
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tionate interest in the partnership, the 
selling partner is merely continuing his 
interest in the policy without any trans- 
fer. To the extent possible, a sale to the 
partnership should be avoided. Where 
the policy is on the transferor partner's 
life, it might be better to cancel the 
old policy and buy a new one. If an- 
other partner is the insured, the policy 
can be sold directly to him. 
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3. The partnership distributes in- 
surance on dissolution or retirement of 
a partner. The exemption will not be 
affected because a distribution by a 
partnership is a carry-over basis situa- 
tion. Nor will it matter whether the 
partner received his own or one of the 
other partner’s policies. 


4. The partnership owns policies on 
the partners and a new partner is ad- 
mitted. The exemption should not be 
affected. Under the entity theory, there 
is no transfer of the individual partner- 
ship assets. Under the co-ownership 
theory, and if the old partnership is 
considered dissolved, there is a distri- 
bution to the individual partners and a 
contribution to the new partnership. 
There is a carry-over basis. 





This Bank has been active in the administration of trusts 
and estates for more than 100 years. Today men and 
women, business and charitable institutions, rely on us 
for help in managing assets with a market value of 
more than $1,200,000,000. 


5. A partner sells a policy to an- 
other partner. If the policy is on the 
other partner’s life — as where a cross- 
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(Continued on page 678) 


*See Rev. Rul. 72, IR.B. 1953-10, p. 
since this paper was written. 
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Kennedy Sinclatre’s 


YY ( Pension and 


Profit-Sharing AGywuaw 


Will be held in New York 
NOVEMBER 9, 10, and 11 


Our staff of instructors will include actuaries, bankers and 
lawyers, specializing in retirement programs and with broad and 
successful experience in the formulation, sale, installation and man- 
agement of profit-sharing, pension and thrift plans. 

Attendance at this Pension and Profit-Sharing Seminar is 
limited. For further information please address our Pension and 


Profit-Sharing Department. 


Kennedy Sincelaire, Ine. 


140 Cedar Street, New York 6, N. Y. 
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PROFESSIONAL 


Sidelights ... Trade Winds .. 






Topay’s ProspLEM — INFLATION 


The foremost investment problem to- 
day is the careful selection of intrinsic- 
ally undervalued equities offering suit- 
able protection against the continuing 
ravages of a persistent long-term infla- 
tionary trend. There is little tangible 
evidence to support the apparent wide- 
spread belief that this trend can be 
arrested, except temporarily. General 
Motors has revised its wage formula 
upward, while another hourly wage in- 
crease by U. S. Steel brought a boost 
in average steel prices. This has been 
the basis for a rise in major appliance 
and electric household items by General 
Electric. In the chemical industry a 
general price rise has also gotten under 
way. Biggest development on the price 
front, however, was the 25c hike in 
the price of crude oil. Corporation plant 
and equipment programs still call for 


large scale borrowing. Rising govern- 


ment deficits and rising prices in such 
basic industries as steel, oil and chemi- 
cals hardly indicate much if any defla- 
tion in the economy. The recent Fed- 
eral Reserve Board reduction in reserve 
requirements released an estimated $1.1 
billion for loans or investment. No less 
an authority than Senator Byrd of Vir- 
ginia recently stated that unless Con- 
gress increases taxes the Government 
will be faced with a $10 billion deficit 
during this fiscal year and it will be 
almost impossible to balance the budget 
in the next fiscal year or even in 1956, 


What then, it may be asked, are the 
chances for maintaining the purchasing 
power of money through cash or bank 
deposits or even fixed interest bearing 
obligations? 


Granted that the economy will shortly 
enter a deflationary phase which the 
stock market decline appears to have 
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heralded with the ending of the Korean 
war, then the principal question is, 
whence will come any offset to the de- 
cline in defense spending? 


This implies that defense spending 
will decline sharply, although the Secre- 
tary of Defense has reiterated that mili- 
tary spending will decline in only minor 
degree. Investors are inclined to doubt 
this, otherwise many issues would be 
appreciably higher. 


Assuming that major armament cut- 
backs might be effected and that some 
other form of government spending will 
be necessary, it is obvious that a tre- 
mendous backlog has been built up dur- 
ing the past two decades in the public 
works area such as schools, hospitals, 
sanitary systems, and highway construc- 
tion and modernization. Of course, we 
do not defend the thesis that government 
spending is necessary to obtain a high 
degree of prosperity. As a matter of 
fact, quite the reverse is easily defend- 
able with tax reduction. However, in- 
flation is so popular with so many 
pressure groups that. for political rea- 
sons, no administration can pursue for 
very long anything less than an expan- 
sion policy at least commensurate with 
the growth of a dynamic economy. 


On the basis of orthodox measure- 
ment of intrinsic value, securities were 
overpriced in 1929, Nevertheless, there 
were such bargains then available as 
Coca Cola, Douglas Aircraft, Houston 
Oil, National Lead, and Phillips Petro- 
leum. If this is another 1929, there are 
just as many bargains for the astute 
investor with long range perspective. 
Where are such bargains to be found 
and what are they? The answer lies in 
selected common stocks, especially in 
the natural resource and science and 
engineering industries. It does not re- 
quire great imagination to visualize the 
potentialities of scientific research and 
technological progress. Atomic energy 
probably has possibilities far greater 
than electricity and its many applica- 
tions. 


It should be pointed out that many 
issues are fully, if not over-priced. The 
outlook for many securities has changed 
materially during the past six months. 
Some stocks have declined in the face 
of mounting intrinsic value while others 
have not yet fully discounted the dete- 
rioration which has taken place. Careful 
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paramount importance at this time. 
GORDON Y. BILLARD, 


J. R. Williston, Bruce & Co, 


Gapcets Now NECESSITIES 


That there may be a retreat in such 
indicative figures as steel production, 
automobile manufacturing, or housing 
starts, must be admitted. Possibly a 
more important question is whether 
present market prices show sufficient 
recognition of these trends already. In 
many cases, we believe they do; and 
a considerable number can probably be 
found in the electric utility industry, 
particularly in the residential consump. 
tion of electricity. 


A constantly higher standard of elec- 
tric “necessities” is being established by 
the average householder. Just a few 
years ago, we were accustomed to gaug: 
ing the normal residential consumption 
without television, air-conditioning, and 
other post-war gadgets that have become 
inseparable from a well-equipped house 
in the present day mind. With a favor- 
able regulatory climate in the forecasts, 
this larger electric output will, in many 
cases, be reflected in maintenance or 
increase of earnings and dividends per 
share. 

D. M. BARRINGER, 
Delaware Fund, Ine. 


TRENDS 


There is no change in our opinions 
and recommendations expressed some 
time ago, namely: 


1. The primary trend of stock prices 
appears to be down. 


2. Strength in the market may be 
used to switch out of cyclical and specu- 
lative issues into more conservative in- 
vestment mediums. 


3. The best way to employ funds 
now is to hold only: 


a. High-grade bonds. 

b. Tax-exempt municipals. 

c. Top-quality investment stocks. 
d. Long-term growth stocks. 


4. Tobaccos, utilities, foods, grocery 
chains, insurance and top-grade chemi- 
cals can be held with confidence by 
long-term investors willing to ignore 
market movements and interested in 
maintaining capital and income. The 
stocks of leading companies in these 
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appraisal of individual merits is of 
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fields should resist selling in “better- 
than-average” fashion and_ recover 
strongly when the trend turns up, mov- 
ing forward with the growth of the 
country. 


J. H. ALLEN, 
Cohu & Co. 


Raits HigHBALLING — Stocks 
IN REVERSE 


Railroad equities, which the bulls 
expected to lead the market in any 
rally, are fulfilling that role on the 
downside, as they have broken through 
their previous lows for the year in last 
week’s general sell-off. This, in spite 
of successively better interim earnings 
reports for most railroads and the like- 
lihood that 1953 will produce the high- 
est gross revenues and net income in 
their history. Why have the rail stocks 
gotten their signals mixed? They con- 
tinue to act more poorly than the indus- 
trials in the face of the excellent pros- 
pect for the immediate future. 


Based on the first half, gross revenues 
of the Class I railroads should reach 
nearly $11 billion this year as com- 
pared with $10.6 billion in 1952, $10.4 
billion in 1951, and only $6.3 billion 
in 1929. It would appear that net in- 
come will be in the order of $950 mil- 
lion against $825 million last year, $693 
million in 1951, and $902 million in 
1942 —- the previous high watermark. 


So much for the bright foreground. 
Lurking in the background, there are 
several unsavory characters unsettling 
the rail stockholder. On October 1 the 
present wage contract expires and the 
labor unions involved have already indi- 


RAILROADS 


Net Income and the Dow-Jones Railread Average 
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cated that again their demands will be 
high. It is a foregone conclusion that 
in view of the immediate excellent 
earnings outlook for the balance of this 
year, railroad managements will be 
hard put to refute claims for higher 
wages and more fringe benefits. The 
biggest concern of the market, how- 
ever, is the general one as to how 
much of these flush earnings will dis- 
appear under the impact of even a mod- 
est recession. A decline in industrial 
output, particularly in the heavy seg- 
ments, such as steel, coal, and ma- 
chinery, would be mirrored rather 
quickly in railroad ton-mile statistics. 


Rail earnings in many cases could 
stand sharp cuts before making current 
prices look excessive. For example, 
Southern Railway at 41 is selling at 31% 
times estimated earnings of $12, and 
the $2.50 dividend rate should rise 
substantially in time; Rock Island, at 
67, is currently earning $15.50 per 
share and paying only $5; Illinois Cen- 
tral, which only last week increased its 
dividend to $5, is earning $18 per 
share and is selling at about 4 times 
earnings; Great Northern preferred at 
51 is earning $11 and paying only $4; 
Seaboard Air Line at 41 is selling at 
415 times estimated earnings of $9 and 
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is paying $3.20 on the split stock. It 
is an old story, but worth repeating: 
these are not the rail stocks of yester- 
year. Physical properties are in excel- 
lent condition, dieselization and other 
operating economies have brought lower 
expense ratios, and financial resources 
are impressive. Hence, it does not ap- 
pear that the railroad industry is on 
the brink of disaster. 


Sept. 1, 1953 CARL M. Logs, RHOADES & Co. 


OnE Pius ONE EQuaALs? 


Since the days of the now-discredited 
prophets of economic maturity in the 
late 1930’s, no dispassionate observer 
would have been guilty of charging 
American industry with being static or 
complacent. The truth is that World 
War II, by distributing the huge vol- 
ume of defense contracts over a large 
number of plants of all sizes, demon- 
strated to many that 
they, too, could produce goods previ- 
ously unfamiliar to them. The end of 
hostilities saw a marked mushrooming 
of product lines with sharp competi- 
tion and, although this trend has since 
continued the past year has brought evi- 
dences of accelerated merger activity. 


manufacturers 


It has not often made the front page 
but “vertical integration.” once the aim 
of all larger industrial units, is being 
soft-pedaled in favor of “horizontal 
integration” as a hedge against variable 
winds or possible charges of monopoly 
or restraint of trade. Old names well 
identified with established lines of busi- 
ness are no longer necessarily indica- 
tive of the scope of today’s operations. 
Examples are too numerous to mention 
here but the fact seems to be that in- 
dustry management is taking a page 
from professional investment technique 
by diversifying business risks. 


Many considerations enter into the 
problem, as it is obvious that not just 
any combination will work out suc- 
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cessfully. Geographical factors, person- 
nel, products, tax status, all have their 
bearing and perhaps there is also, at 
times, a bit of “follow the leader” in the 
picture. In the past few months, there 
has been a rash of acquisition of con- 
trol of manufacturers of earth-moving 
equipment. With a few exceptions, these 
were comparatively small companies 
making various specialized appliances. 
Even General Motors entered the con- 
test and sought to acquire a manufac- 
turer of off-the-road hauling equipment. 


The moral for the investor is that, 
until the success of management in 
operations of this nature is proven, it 
is not always wise to assume that earn- 
ings of Company A plus the combined 
operations of Company B will spell 
larger profits. Just as astute corporate 
management will come out on top on 
balance, so will it reward the judicious 
investor to weigh carefully all available 
information affecting the increasingly 
complex factors of product diversifica- 
tion and technological advances. 


ROLLING CORRECTION 


Provided the readjustment does not 
spread too far, it is conceivable that the 
transition from a period of shortages to 
one of plenty can be attained by means 
of a “rolling correction” in one indus- 
try after another, rather than by a 
sharp general break. The automotive 
industry is perhaps a key in this respect 
due to its importance in the general 
economy and in to other in- 
dividual industries such as steel. 


relation 


Investors can profit by recognizing 
the existence of this “rolling correction” 
trend by avoiding commitments in 
stocks in industries which may go 
through a period of adjustment, partic- 
ularly where a reduction in dividend 
rates is a possibility. In some cases, such 
stocks are already selling at levels which 
appear to discount these contingencies. 











DOW-JONES AVERAGES 


SEPT.1 AvuG.3 SEPT. 2 

1953 1953 1952 
30 Industrials 262.54 276.13 276.40 
20 Railroads 96.62 106.10 103.84 
15 Utilities 49.44 49.75 50.94 
65 Stocks 101.89 107.64 107.43 





There are stocks selling at relatively 
depressed levels because the correction 
is still in progress or has already 
occurred; industries in this category in. 
clude liquor, cotton, lead and zinc, de. 
partment stores and the metal fabrica- 
tors. Where an ultimate improvement 
is anticipated, such issues may make 
relatively attractive purchases. Securit) 
portfolios should be reviewed for the 
purpose of making judicious switches 
with this principle in mind. 

Bache & Co. 

A A A 


Nadler Views Economy 


Because we possess a basically sound 
economy, Marcus Nadler, consulting 
economist to The Hanover Bank, is of 
the opinion that the United States can 
avoid a sharp recession. Dr. Nadler’s 
views appear in a 32-page brochure, 
“The Changing American Economy,” 
just published by The Hanover. 

“The dynamic character of the econ- 
omy and the basic social and economic 
changes that have taken place during 
the past two decades, plus government 
intervention through fiscal and credit 
measures, will prevent a serious reces- 
sion,” he said. “Still the weaknesses that 
have developed indicate a readjustment. 
Its magnitude and duration will depend 
on how fast the weaknesses, and _par- 
ticularly the rigidity of costs, can be 
rectified and how promptly the govern: 
ment acts.” 


The traditional pattern of boom and 
bust will not be repeated, according to 
Dr. Nadler. The statement that the pros 
perity of the United States depends on 
war or defense orders is not based on 
fact nor proven by history, Dr. Nadler 
continued. The two world wars and the 
present defense program stimulated busi- 


ness and contributed substantially to our Fj 


economic growth, but they also were 
“primarily responsible for our huge pub: 


lic debt, the back-breaking burden of 


taxation and the sharp decline in the | 


purchasing power of the dollar.” 
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Dr. Nadler’s booklet, available from | 


The Hanover, traces the nation’s eco- 
nomic history, analyzes the economy's 
strength and weakness, outlines the ex- 
pected readjustment and cites the “case 
against a sharp decline.” 


TRUSTS AND ESTATES 


LION LAME IE ALE EI 


SEP 





















40 

a a ' 2: 

94 

‘| oil goes to a psychiatrist 

ly 

on 

dy 

in- AULA NOUNS 

le. 

sa: 

nt 

ke 

ty 

he 

les 

Co. Even OIL NEEDS a psychiatrist these days. 
Think that sounds farfetched? It is bare- 
boned fact. 

As motors become more powerful, oils must 
al be able to stand increased pressures. Cities 
a Service maintains laboratories of trained “oil 

‘ psychiatrists”, who analyze every batch of 
" oil as it goes through the refinery...to be 
— sure it meets the needs of your automobile, 
rs no matter what make or model. Every Cities 
re, Service oil must pass its “‘ physical’ with fly- 






ing colors—each drop must display the char- 
acteristics demanded by the complexities of 
modern motors and the unrelenting Cities 
Service standards of perfection. 

If the fuels and lubes you have been using 
in your motor, or industrial machines, are 
not doing a topnotch job for you— give Cities 
Service products a try. No question about 
their quality —they’ve been psycho-analyzed 
over and over again, by experts! 


CITIES (A) SERVICE 


Quality Petroleum Products 





















Oliver Yarham 
East Chicago, Indiana 
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New Look 1n PERSONAL TRUST 
PORTFOLIOS 


Behind the melting stock quotations 
some important changes are taking place 
in personal trust holdings. Two years 
ago far-sighted trust officers were shift- 
ing from durable to non-durable indus- 
tries; they are now eliminating marginal 
producers within an industry and sub- 
stituting the leaders. The second and 
third grade companies, favored about a 
year ago in the belief that they had not 
yet fully discounted prosperity, may 
now be facing an estimated decline in the 
Federal Reserve Board index of indus- 
trial production to around 200-210 by 
Easter, according to the pessimistic view, 
and cautious trust men at this stage pre- 
fer the tried and true. Other portfolio 
managers are modifying their enthus- 
iasm for “defensive” securities, widely 
purchased during the past six months, 
because the popularity of certain groups, 
they feel, may have cost them much of 
their protective value. Exceptions for the 
moment are bank stocks as earnings will 
probably hold up for some time due to 
higher interest rates on loans and bond 
portfolios. 


Property INSURANCE INVESTMENTS 


Diversification of the investments of 
677 fire and casualty insurance compa- 


nies, as reported by Best’s, showed very 
little change at the end of 1952 from the 
end of 1951. Bonds accounted for 51% 
of the total in 1952 against 50.4% at 
the end of 1951; common stocks were 
25.3% of the total in both years, and 
preferred stocks 5.6. State, county 
and municipal bonds advanced from 
9.5% to 11%. Government bonds de- 
clined from 36.2% to 34.9%. 


For the first six months of 1953 the 
item Appreciation in Securities which 
has been such an important factor in 
building the surplus of the property com- 
panies during the period of inflation, 
turned into Depreciation in Securities. 
This left policyholders’ surplus off 5.6% 
from December, 1952, the first decline 
in this account for the industry since 
1946. 


Even so, the fire and casualty compa- 
nies are glad to see inflation recede into 
the background. Life insurance liabili- 
ties represent a fixed-dollar amount, and 
hence inflation hedges are unnecessary 
in their investment operations. That is 
not true in the fire and casualty field. 
Few losses by fire or casualty are total 
as to the insurance carried on the prop- 
erty, but in an inflationary period the 
costs of repairing damaged property 
come closer to total losses. The same 
situation holds true in the casualty field. 
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SAFEWAY STORES, INCORPORATED 


Common and Preferred Stock Dividends 


The Board of Directors of Safeway Stores, Incorporated, on 
August 27, 1953, declared the following quarterly dividends: 

60¢ per share on the $5.00 par value Common Stock. 

$1.00 per share on the 4% Preferred Stock. 

$1.12%2 per share on the 42% Convertible Preferred Stock. 
Common Stock dividends and dividends on the 4% Preferred 
Stock and 4'2% Convertible Preferred Stock are payable 
October 1, 1953 to stockholders of record at the close of busi- 
ness September 16, 1953. 


MILTON L. SELBY, Secretary 
August 27, 1953 


LIBRARIAN, SAFEWAY STORES, INCORPORATED 
P.O. Box 660, Oakland 4, California 


Please send copy of your 1953 Semi-Annual Report 








Zone State 








Some years ago a broken leg might rate 
a $500 claim; today it could very well 
be $2,500 and upwards. 


Fire and casualty companies have not 
engaged in direct placements to any 
degree nor do they plan to do so. The 
popularity of this form of investment 
with the life insurance companies has 
been explained in these columns. Its un- 
popularity with the property companies 
lies in the fact that they cannot ignore 
the lack of marketability inherent in 
direct placement. This is especially true 
if a catastrophe of major proportions 
should occur when investment interest is 
at low ebb. The life insurance business 
has a continuing growth factor which 
permits a long-term view of investment 
policy because the liability is calculable. 
The property insurance liability, on the 
other hand, is unpredictable. 


Pickup SEEN IN CAPITAL MARKETS 


Underwriters had a rather dull Sum- 
mer compared with last year but securi- 
ties now in registration indicate an 
active Fall. The new issue calendar is 
heavy with utilities, which will provide 
a good test of current quotations. Recent 
lack of institutional interest in new 
issues has been due to inability of insti- 
tutional investors to get a quorum at 
committee meetings due to vacations. 


STocKs ON INSTALLMENT 


The widely discussed and, to some 
degree, controversial plan of the New 
York Stock Exchange to foster monthly 
installment purchases of listed stocks is 
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‘CELANESE 


; CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE. Board of Directors has this day 
declared the following dividends: 


414%2% PREFERRED STOCK, SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12%2 per 
share, payable October 1, 1953, to 
holders of record at the close of busi- 
ness September 4, 1953. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1953, to holders 
of record at the close of business 
September 4, 1953. 


COMMON STOCK 
25 cents per share payable September 
25, 1953, to holders of record at the 
close of business September 4, 1953. 
R. O. GILBERT 
Secretary 
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slated for inauguration around October 
first if present schedules work out. This 
is part of the Exchange’s effort to 
broaden public stockholding. No credit 
would be involved, as the individual 
payments, not less than a certain mini- 
mum amount, would be combined with 
those of others to purchase round lots at 
the day’s opening price and, after appro- 
priate deductions, the corresponding 
fractional holding calculated to four 
decimal places would be credited to the 
account of the owner. 


Exchange officials hail the Funston 
Plan as being in tune with the modern 
mode of living on a time sales basis, 
contending that stock investment can be 





















UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 52 cents 
per share on the Common Stock 
of the Company, payable 
October 1, 1953 to stockholders 
of record at the close of business 
September 1, 1953. 


JOHN HUME 
Secretary 


\ August 21, 1953. 





Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 177 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 26 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 


The above dividends are pay- 
able September 30, 1953, to 
stockholders of record Septem- 
ber 5, 1953. Checks will be 
mailed from the Company's 
office in Los Angeles, Septem- 
ber 30, 1953. 


P.C. HALE, Treasurer 
August 21, 1953 
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conducted in the same manner. While 
purchases are entirely voluntary and 
without penalty if participation ceases 
at any time, other than for the 6% 
differential to cover estimated costs of 
brokerage and bank record-keeping, 
detractors note wryly that the problem 
of security selection, probably the great- 
est dilemma of the inexperienced in- 
vestor, still remains. Mutual fund man- 
agers will no doubt observe that, for a 
comparable fee, the small investor can 
buy investment supervision and broad 
diversification through open-end funds. 
Still other die-hard denizens of the finan- 
cial community simply feel that the 
Exchange’s primary function is to pro- 
vide the best possible market place for 
transacting business in the shares and 
obligations of industry and that the 
whooping up of small-investor owner- 
ship in the variable earnings of corpo- 
rations is not calculated to aid the over- 
all picture in a period of adverse operat- 
ing results. 


The plan deserves trial as another 
tentative step in the democratization of 
our financial structure, but we reserve 
decision upon how effective it will prove 
in broadening materially the base of 
public stockholding. 


LirE CompaNiEs Buy CORPORATES 


In the first half of 1953, the life com- 
panies bought nearly $2.5 billion cor- 
porate securities, of which only $126 
million represented preferred and com- 
mon stocks. Total Government purchases 
were nearly $134 billion, but total mid- 
year holdings in this category were some 
$300 million less than a year earlier. 
Mortgage loans in all classifications 
were more active than in the first half 
of 1952 and total positions were larger. 
The sharp rise in interest rates during 
this year was reflected in large munici- 
pal purchases as this area offered some 
attractive yields but the total acquisition 
of only $97 million, although nearly 
twice the 1952 absorption, reflects the 
comparatively minor role of these obli- 
gations in the life companies’ programs. 


HicgHer Comm™issions DEFEATED 


A proposal for increased commission 
rates to apply upon transactions on the 
New York Stock Exchange, which 
would have brought an estimated 15% 
average increase in brokerage revenue. 
as reported in this column last month, 
was defeated by the members by a mar- 
gin of 41 votes out of more than 1,100 
cast. The members apparently decided 
that higher charges, on balance, were 
not conducive to increasing volume. 


PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 151 


The Board of Directors on August 19, 
1953, declared a cash dividend for the 
third quarter of the year of 55 cents 
per share upon the Company's common 
capital stock. This dividend will be 
paid by check on October 15, 1953, to 
common stockholders of record at the 
close of business on Sept. 15, 1953. 
The Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 








UNITED FRUIT COMPANY 
217th 


Consecutive Quarterly Dividend 
A dividend of seventy-five cents 
per share and an extra dividend 
of fifty cents per share on the cap- 
ital stock of this Company have 
been declared payable October 15, 
1953, to stockholders of record 
September 11, 1953. 
EMERY N. LEONARD 
Secretary and Treasurer 


Boston. Mass. August 17. 1953 





95th Consecutive 
Quarterly Dividend 


20c a share from net invest- 
ment income, payable 
September 30 to — stock 
of record September 11, 1953 

WALTER L MORGAN, President 
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INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


170° 
CONSECUTIVE DIVIDEND 


Common Stock 


A quarterly dividend of 60¢ per 
share payable on October 1, 
1953 to stockholders of record 
at the close of business Septem- 
ber 15, 1953, was declared by 
the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


September 1, 1953 
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1952 





1953 


1. U.S. Government Bond Yields 


3-Year Taxable Treas. —.._.___. % 2.60 
5-Year “ YY ” miecumietiind rm 2.74 
10-Year ” dpa ae 2.87 
EEE SE 3.01 
ET a ee ; 2.98 
814’s, 1983-78 . pssaicsachcsiaty Ae 3.22 


2. Corporate Bond Yields 
Aaa Rated Long Term ot Pee : 
Aa ” ” . J aes 2. 


3.2 
42 
A ” . - ee ee 3.56 
Baa m = - See 3.86 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term —_..-.---__._ « 2 4G 
Aa - - ™ si ehaamiie aie * 2 67 
A ad ” - ee - 3.16 
Baa ” - a deine Se 3.60 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
ao | 4.14 
Medium Grade —._____.. % 22 
Industrials—Low Dividend Series 
High Grade __ . 3.90 
Medium Grade a 4.34 
Utilities—Low Dividend Series 
J Sa 4.28 
Medium Grade —.......... & 4.69 
&. Common Stocks 
125 Industrials—Prices (e) 71.85 
125 Industrials—Dividends (e) 4.16 
125 Industrials—Yields % a 5.79 


Jan. 2, 1946. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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CORPORATE BONDS 
BY RATINGS 
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4.12 
5.18 


3.91 
4.31 


4.31 
4.70 


76.24 


4.15 
5.44 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 
(c)-—-Low Dividend Preferred Yield Averages in this series date from 
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PRICES, DIVIDENDS, 
AND YIELDS | 
125 INDUSTRIAL STOCKS 
90 PRICES AND DIVIDENDS YIELD 3 | 
($ PER SHARE ) % 

80 PRICES s 7 
64 
ee 

/* \ ete Se ee es 

40 J 8- 

/ DIVIDENDS 


( YoSCALE ) 


Aug. 
1952 1953 1951-52 1946-50 1941-45 1931-40 1919-1930 
Range for Period — 
2.34 2.80-2.27 2.35-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
2.42 3.00-2.39 2.44-1.76  1.87-1.06 1.70-124 (a) (a) (a) 
2.51 3.16-2. 57 2.64-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
2.69 3.17-2.78 2.81-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
2.69 3.16-2.78 2.81-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
31-3.21 

2.95 3.44-2.98 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
3.06 3.52-3.06 3.10-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
3.21 3.69-3.23 3.34-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
3.51 3.90-3.50 3.64-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
1.78 2.73-1.98 2.00-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (b) (b) 
2.06 2.96-2.26 2.25-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (b) 
2.44 3.34-2.68 2.67-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (b) 
2.77 3.79-2.96 2.98-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (b) 
3.95 4.24-3.99 4.10-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
4.87 5.23-4.90 4.96-4.68  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
3.77 4.02-3.76 3.90-3.45  3.92-3.27(c) (ec) (c) (c) 
4.04 4.39-4.06 4.20-3.80  4.20-3.52(c) (c) (c) (c) 
4.05 4.45-4.01 4.25-3.77  4.24-3.40(c) (c) (c) (c) 
4.44 4.87-4.43 4.71-4.19  4.65-3.69(c) (ce) (c) (c) 

76.52 80.82-71.85 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
4.22 4.18-4.15 4.55-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (d) 
5.51 5.79-5.15 6.84-5.14 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (d) 


(e)—Dollars per share. 


eee 


(d)—125 Industrials Averages date from Jan. 1, 


1929. 
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The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 


a | OF THE CITY OF NEW YORK 


1) 


Member Federal Deposit Insurance Corporation 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


eto THE TREMENDOUS POST-WAR 
volumes attained by the electrical 
home appliance and radio-TV industry 
(in 1952 approximately $6-billion), it 
is currently undergoing changes and 
eruptions that promise, at the least, to 
effect some drastic changes in its dis- 
tributional pattern. 


And the industry, particularly at the 
wholesale and retail levels, is not accept- 
ing these changes with unquestioning 
equanimity. On all sides merchants are 
raising their voices in interrogation, 
complaint and even outraged anguish. 


Against a background of the seven 
biggest years the industry has ever en- 
joyed, the unrest may seem paradoxical, 
but the paper statistics don’t tell the 
whole story. Nevertheless. these statis- 
tics are impressive and in some ways 
provide a key to current problems. 
Household electric refrigerators, long 
the bread-and-butter item of appliance 
retailers, provide a good example. In 
1941, the biggest pre-war year, some 
3,500,000 units were sold for a dollar 
volume of $542,500,000. But in 1950, 
the biggest post-war year, manufacturers 
moved 6,200,000 ($1.602.266.000) and 
even in 1952, the worst post-war year of 
full production, sold 3.570.000 ($1,017.- 
450,000). In the five years from 1948 





As Managing Edi- 
tor of Electrical 
Merchandising maga- 
zine, Mr. Armstrong 
keeps abreast of cur- 
rent trends and de- 
velopments in the 
distribution of elec- 
trical home appli- . 
ances, radio and tele- | . 
vision sets. A student of the underlying 
philosophies and long-term prospects for the 
industry, he is recognized as an authority 
whose views are often sought by national 
appliance dealer groups. 
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through 1952 the refrigerator industry 
sold a total of 23,061.000 units — better 
than one for every two wired homes in 
the nation. By 1953 saturation had at- 
tained, according to Electrical Merchan- 
dising magazine, a figure of 89.2 per 
cent. 


Other of the older appliances have 
made similar records and industry pros- 
perity has been materially aided by the 
introduction and rapid acceptance of 
new devices. Television is, of course, the 
outstanding example; it went from prac- 
tically a standing start in 1946 to sales 
of over 20-million units by the end of 
1952. But other appliances have made 
startling progress, too. Automatic 
clothes dryers, both gas and electric, 
started from scratch in 1948 and by 
the end of 1952 there were 1,618,000 
of them in American homes. Home 
freezers sold 1,140,000 units in 1952 
to bring the number in use to 4,885,000. 
With few exceptions the picture for 
every appliance is one of rapid growth. 


The Gravy Train 


Begin to put figures like those to- 
gether and the result is something which 
looks very much like a gravy train. For 
the first three years following the end 
of World War II that’s just what it was. 
Thousands of inexperienced, would-be 
dealers and manufacturers jumped 
aboard. Manufacturers couldn’t, at first, 
even begin to satisfy the demand. Deal- 
ers and distributors were grabbing 
franchises for anything that looked like 
an appliance just in the hope that they’d 
get some merchandise to sell. Although 
no exact statistics are available, it is 
probable that by 1949 there were close 
to 100,000 appliance and radio-TV re- 
tailers in existence. By this time “sell- 
ing” and “salesmanship” were terms 
that brought only blank stares. You 
couldn’t tell a dealer who spent his 





DYNAMICS OF INDUSTRY 


Beet ——&—__— 


ELECTRICAL 
APPLIANCES 


REVOLUTION IN 
MERCHANDISING 


ROBERT W. ARMSTRONG 


time maintaining priority lists of cus- 
tomers that he had to get out and sell. 


But 1949 was a “bad” year (by com. 
parison with pre-war it was still tre. 
mendous) and it became obvious that 
some of the cream was off the bottle 
and things began to shake down a little. 
Then came Korea and the 1950 boon, 
postponing the resettlement for another 
year. But 1951 was cataclysmic for 
many merchants with over-stretched 
credit and over-expanded inventories 
and business didn’t start to operate on 
an even keel at a new and lower level 
until 1952. By this time some manufac- 
turers had been shaken out and_ the 
number of dealers had declined to 
around 70,000. 


A New Acceptance 


During all these ups and downs the 
forves of change were at work, setting 
up the conditions responsible for the 
industry’s present position. A number 
of these conditions are apparent. First. 
and most important, is the fact that 
the enforced denial of the war years. 
the post-war product developments and 
the tremendous increase in use during 
the post-war years have convinced 4 


substantial portion of the American 


Electric wall furnace with thermostat 
control. 
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public that appliances are necessities in 
the American way of life. Thus is estab- 
lished a broad marketing base. Appli- 
ances and radio-TV have arrived as 
permanent big business, second only to 
automobiles in consumer durable vol- 
ume. This means, in turn, that some of 
the old specialty selling methods, like 
vigorous house-to-house canvassing to 
convince consumers that a mechanical 
refrigerator will do a better job than 
an ice box, are no longer necessary. 


Far from diminishing the tradition- 
ally sharp competition within the in- 
dustry, a broadened market base has 
only intensified it. Producers are now 
seeking ways and means to guarantee 
and enlarge their individual “fair 
shares” of the market, to even out the 
dips caused by seasonal factors and 
business setbacks, and to keep their ex- 
panded production facilities busy. They 
are doing this primarily by expansion 
of their lines, going either full-line or 
adding one or more products not previ- 
ously included in their inventories. For 
example, Kelvinator, an old and honored 
manufacturer of ranges, refrigerators 
and water heaters, added washing ma- 
chines through the purchase of Altorfer 
Bros. Co. Aveo Mfg. Co., whose prin- 
cipal appliance property was its Crosley 
Division, makers of refrigerators and 
ranges, bought the Bendix washer. The 
Radio Corp. of America purchased the 
Estate Stove Co. The Thor Corp., man- 
“facturers of home laundry equipment, 
brought out a line of refrigerators. ‘The 
Deepfreeze Division of Motor Products 
Corp., which built an enviable reputa- 
tion on home freezers, added refrigera- 
tors and ranges. Youngstown Kitchens 
Division, of Mullins Mfg. Corp. intro- 
duced a dishwasher. 


All these mergers and additions have 
created dislocations in the ranks of dis- 
tibutors and dealers. All over the coun- 
try the wholesaler is being required to 
throw out one or more brands of merch- 
andise because the maker of another 
line, which he also carries. has brought 
out a competing product. So widespread 
has this type of dislocation become that 
there are not enough good independent 
distributors to go around and manu- 


} facturers have been forced to open fac- 
§ tory branch distributorships in metro- 
| Politan areas. It has been estimated that 


between 40 and 60 per cent of the metro- 
politan sales of the larger makers go 


) through this type of wholesaler. 


Ferment in the: Trade 


Overproduction is the most obvious, 


| but not the only, result of the struggle 
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A modern electric kitchen. 


for dominance in the market. It has led 
to some peculiar merchandising-activi- 
ties. Among the most notable at the 
distributor level are transshipping, back- 
door selling, and allegedly unethical 
“builder” sales. 


The first, transshipping, operates 
when a distributor is assigned a quota 
of merchandise that he knows he can’t 
sell to dealers in his area. But he also 
knows that if he refuses shipment he 
may lose his franchise. (A factory 


branch distributor doesn’t even have the 
choice.) So, he gets in touch with the 
industry's new middleman, the trans- 
shipper, who takes the goods off his 
hands at cost or less and resells them 
at something less than regular prices to 
dealers (who may or may not be fran- 
chised for the product) who do have a 
market for them. 


Back-door selling is simply the prac- 
tice of by-passing the dealer and selling 
direct to consumers, usually at less than 
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the listed retail price. Perhaps the most 
flagrant example of this practice yet 
revealed was provided by a factory- 
branch distributor which sold so many 
Fair-Traded small appliances direct to 
consumers that it was exposed in court 
and the manufacturer was forced to 
publicly disenfranchise its own subsidi- 
ary. 


“Builder” sales are one of the prac- 
tices, tacitly if not actively approved by 
many makers, to which dealers object 
most vociferously. Most dealers are will- 
ing that distributors sell appliances to 
builders of large developments, but they 
complain that even the builder of one 
or two houses is getting his appliances 
from wholesalers at even less than the 
dealer cost. And they maintain further 
that many of the so-called “builders” 
are really buying appliances for resale 
with no real estate involved. 


Biggest Headache 


Add all these conditions to the fact 
that there are still too many dealers 
and, particularly, too many dealers 
carrying the same lines in the same 
trading areas, and you have the circum- 
stances responsible for the greatest prob- 
lem in the industry — widespread price 
cutting. 


It is accepted almost as axiomatic 
that in the big metropolitan areas “only 
a sucker pays list price.” In these mar- 
kets most sales begin with the question, 
“How much off?” and it’s not unusual 
for a salesman to beat his prospect to 
the draw with, “Yes, we have it. I can 
give you 20 off.” 





Electric incinerator for indoor garbage 
and trash disposal. 


The educated consumer -— and it’s 
amazing how completely and how fast 
consumers have become educated — can 
buy through several sources. He may 
belong to a cooperative buying group; 
he may get a discount through his em- 
ployer; he may know a distributor or 
a “builder”; he may buy from a “legi- 
timate cut-throat dealer”; he may save 
dollars by beating down a list-price 
dealer who wants to stay in business; 
or, finally, he may go to a discount 
house. 


Of all these sources. the discount 
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house is the most dramatic and the 
most often singled out for abuse and 
invective. A recent survey by the Uni. 
versity of California in the Los Angele 
area showed that over 40 per cent of 
white goods (white painted or enameled 
major appliances) are sold through 
these outlets. More important, the same 
survey concluded that the discount 
house, far from being a_ temporary 
phenomenon, is here to stay — a con. 
clusion accepted more temperately and 
agreed with more readily by those ob. 
servers with nothing at stake than by 
those whose pocketbooks are likely to 
be hurt. 


Plenty of people who have tried to 
run discount house operations have gone 
broke in the process, but enough of 
them have survived and prospered and 
even opened suburban branch stores to 
confound the prophets of early demise, 
Now some industry observers even con- 
cede, sotto voce, that perhaps the dis 
count houses, with their claims of super. 
market efficiency, low overhead and low 
selling costs, may really be the fore- 
runners of a new kind of retailer. 


Wherever a discount house operates, 
he makes it tough for his “legitimate” 
competitors. Department stores are put 
at a particularly serious disadvantage 
because they are prestige outlets with 
time-honored traditions of liberal re 
turn policies and thorough customer 
service. They just cannot meet the low 
prices, particularly on Fair-Traded small 
appliances, except sometimes through 
private brands, special purchases or 
clearance sales — none of which meth 
ods have been continuously or outstan¢- 
ingly successful. The result: many de 
partment stores are either getting oul 
of the appliance and radio-TV busines 
completely, retrenching. or leasing their 
departments to outside operators. 


Margins Down, Costs Up 


Unlike the department store. the inde- 
pendent appliance dealer can’t turn (0 
soft goods, notions, or other items, 10 
maintain his volume. He has to make 


a go of his appliances or he’s all through. | 


For a number of years now he’s had 
one foot in his Cadillac and one foot in 
debt. He’s suffered both from over-pro- 
duction and underselling. He’s been the 
innocent bystander who gets slugged 
while the giants battle it out. He’s seen 
his margins dwindle year by year 4 
his operating costs went up. He’s had 
to sweep customers out of the store one 
year and lure them in the next. He 
either cuts his prices to keep up with 
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}\is new competitors or he loses sales 

them. The most graphic picture of 
the retailer's plight is drawn by the 
‘National Appliance and Radio-TV Deal- 
ers Association’s annual cost-of-doing- 
business studies. These studies, made of 
a group of better-than-average retailers, 
showed in 1946 a 33.9 per cent gross 
margin, a 25.4 per cent operating cost 
ratio, and an 8.5 per cent net profit. In 
1952 gross margin was down to 32 per 
cent, operating costs had risen to 28.8 
per cent and net profit had dropped 
to 3.2 per cent — about as exciting a 
figure as the post-repeal beer which bore 
the same digits. 


Gradually, some retailers are accept- 
ing the realities of merchandising life 
and seeking ways and means to survive 
in the new climate, even if that means 
borrowing the techniques of the dis- 
count houses. Most of them know by 
now that they will never again see the 
40 per cent margins of the Thirties. 
Many of them are aware that intensive 
pre-selling by manufacturers and gen- 
eral appliance acceptance by the public 
of some of their 
sales burden. As businessmen, they are 
aware that product improvement and 
an increased concentration of service 
responsibilities in the hands of distribu- 
tors and special agencies has weakened 
the traditional dealer’s pitch that “You 
want to buy where you know the dealer 
will stand behind the product and give 
you good service.” 


The industry’s questions on what will 
happen to distribution in the next five 


to ten years cannot be answered com- 


pletely. 


The dealer wants to know: Will the 
appliance store end up as a self-selec- 
tion display room to which the customer 
is drawn by national and not local ad- 
vertising and where he pays a price 
which carries only a broker’s profit for 
an appliance which will be serviced only 


by the manufacturer’s exclusively ap- 
| pointed agency ? 


Will manufacturing be dominated, as 
some predict, by about seven full-line 
giants in a structure much like the auto- 
mobile industry ? 


_ Will wholesaling wind up as primar- 
ily a factory-branch function, particu- 
larly in metropolitan areas? 


As of now, the answer can only ‘be: 
That’s the trend, but complete develop- 
ment along those lines is doubtful. 
There will always be somebody who will 
80 successfully organize a specialty sell- 
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Attic fan for greater safety and comfort. 


ing operation as to outsell his competi- 
tion and make a profit. Every once in 
a while a new appliance comes along 
that needs the pioneering that only a 
specialty dealer can give it. So, it is 
not likely that all appliance stores will 
become supermarkets. 


Unlike the automobile industry, appli- 
ances include too many diverse prod- 
ucts of different function. price and pro- 
duction techniques to easily become the 
children of a few large corporations. 
And there are some one-product names 
in the field of such prestige and cus- 
tomer acceptance that, unless the com- 
panies are bought out, they will always 
have a market. But there is no doubt 


that there will be some consolidation 


which should result in an eventual eas- 
ing of confusion and an increase of 
stability. 


As for distributors, the bald fact is © 
that few factory branches have the in- 
centives and the aggressiveness to com- 
pete successfully with the top-line inde- 
pendent wholesalers, of which there will 
always be at least a few. 


But whatever pattern plateau distribu- 
tion reaches, there is one fact outstand- 
ing: appliances and radio-TV are going 
to be sold in great quantitv from now 
on, no matter who sells them or through 
what channels. Translated into the pro- 
duction end, this spells an expanding, 
profitable market for those manufac- 
turers astute enough to head the com- 
petitive parade in terms of value and 


customer acceptance. 
A AA 


INCREASED INTEREST Too LATE? 


If the reluctant increase to 444% in 
Government-guaranteed mortgages ear- 
lier this year had been made during 
1951-1952, such a rate would probably 
have met the market then prevailing 
but, with a Government 314% coupon- 
bond now available around par and a 
normal 114% spread sought on the 
guaranteed obligations, the market for 
the latter is again out of joint, accord- 
ing to Brown L. Whatley, president of 
the Mortgage Bankers Association of 
America. His suggestion for the stale- 
mate is to give the proper authorities 
power to set rates according to market 
conditions. 
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FOR YOU...FOR 


Fire Prevention 


Week; 


| HE KEEPS THE HOME FIRES FROM BURNING! 
] 


Fire PREVENTION WEEK, October 4-10, offers 
unusual opportunities for the insurance 
agent to win greater recognition for himself 
and his agency...play a major role in com- 
munity activities...and do more business! 


The Home is paving the way for you with 
big, full color advertisements like the one 
shown on the opposite page. Appearing in 
national publications, these advertisements 
will be read by an estimated 48,000,000 
people—your clients and potential policy- 
holders. You can take advantage of this 
advertising in your area by using the special 
material provided by The HoME without cost 
to you. This material includes advertisements 
ready to go into your local newspapers, post- 
ers, sample speeches and other sales aids. 


Your Home fieldman will be pleased to sup- 
ply you with all you need. Why not plan to 
get the most out of Fire Prevention Week 
by asking him for this material today? 


* THE HOME* 
(fasurence Coupauy 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ° AUTOMOBILE MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Meet your HOMEtown Insurance Agent 








HE KEEPS THE HOME FIRES FROM BURNING! 










Your Home Insurance agent is a handy 
man to have around when the leaves start 
falling! He knows that even a harmless- 
looking leaf fire can suddenly blaze 

into danger. He is an expert on safety 
and his keen sense of community welfare 
makes him a true public servant. Fall 

and winter, spring and summer, your 
insurance agent works for you and your 
family, your friends and neighbors, 

your entire community. 






As an independent businessman in 
your community, the insurance agent has a 
real stake in local progress and prosperity. 
That’s one reason he does so much to 
protect the property and possessions of 
homeowners and businessmen alike. Another 
reason: he’s a good friend as well as a 

good counselor! 


Your HOMEtown Agent can serve 
you well—sce him now! . ‘ 










In the century since its founding in 1853, The Home 
has worked constantly to help firemen get better equipment and to help 
prevent fires. Insurance and fire-fighting are partners in protection. 







As a full page in 


‘ —@ te Li an — = oe ae four colors, this 


ENGINE C1, N07 poe xy THE HOME vv ad will appear in: 
Bee 
Cfasurence Company Saturday Evening Post 


Home Office: 59 Maiden Lane, New York 8, N.Y. f Sept. 26 
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Why enston ye a Should 
INVEST IN REAL ESTATE 





With Columbia 
University degrees in 
electrical and me- 
chanical engineering, 
coupled with 8 years 
of building experi- 
ence, plus over 30 
years of varied real 
estate activity on a 

national basis, Mr. 
Warnecke is particularly qualified to be 
heard upon the subject of the suitability of 
real estate as an investment for pension 
funds. His organization handles placement 
and servicing of mortgage funds and con- 
struction loans and his clients range from 
large institutions to small builders. 








N THE LAST TEN YEARS OUR NATIONAL 
I wealth has found a new depository 
in pension funds totalling approximate- 
ly $12 billion, which now rank with $75 
billion life insurance company assets 
and $359 billion bank deposits as a 
major backbone of our financial sys- 
tem. 


These pension funds represent the 
combined personal fortune of more 
than four million Americans who hope 
to retire to a well-deserved rest in their 
older days on comfortable incomes sup- 
ported by prudent investment. Favored 
by the prosperity of the last decade, 
pension funds are now a going concern 
into which money pours at the rate of 
some $2 billion every year. 


Undoubtedly our American social 
and economic pattern has been enriched 
by affording employees an opportunity 
to retire on self-earned investment funds. 
But the utility and desirability of this 
new institution must go hand in hand 
with sound long range financial planning 
to make it a continuous success. Fortu- 
nately, the financial policies of the trus- 
tees of the 21,604 plans now registered 
with the U. S. Treasury for tax exemp- 
tion purposes have not been subjected 
to any stringent economic tests. Yet such 
tests are inevitable in the ups and downs 
of a free economy. If pension funds fail 
under stress they will be just another 
noble experiment in financial history. 
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GEORGE W. WARNECKE 


This is not a hypothetical point, for pen- 
sion funds face the same risks as any in- 
vested money. 


Real Estate as Investment Medium 


In the last analysis, two factors deter- 
mine the growth possibilities and depres- 
sion-resistance of financial devices aim- 
ing at social improvements: the confi- 
dence they build among participants by 
avoiding unreasonable investment risks, 
and their appeal to the public they serve. 
Real estate and mortgage investment can 
help the plans achieve these ends. It is 
not my intention to claim that real es- 
tate and mortgages are a panacea. The 
solution lies in diversification in a flex- 
ible system which permits adjustment as 
shifts in emphasis occur in our econ- 
omy, and which is broad enough to 
withstand shocks to any particular phase 
of our activities. During the last de- 
pression, this approach proved itself 
the most nearly depression-proof. 


The life insurance companies follow 
this sound principle and their com- 
bined real estate and mortgage posi- 
tion as of the end of 1952 was 31.7% 
of total admitted assets. Their cash re- 
quirements, based as they are upon 


actuarial calculations, have proven no 
barrier to real estate and mortgage com- 
mitments and the analogy would appear 
logical in the case of pension fund in. 
vestments, as well, which can estimate 
approximate maximum liabilities under 
terms of the retirement plan. At Decem- 
ber 31, 1952, investment holdings of 
the life companies were as follows: 


U. S. Gov't. bonds 14.0% 
Other Gov’t. bonds 3.4 
Industrial bonds 43.0 
Preferred & common stocks 3.3 
Mortgages 29.1 
Real estate 2.6 
Miscellaneous 4.4 


While some of the real estate total of 
$1.9 billion represented property used 
for company quarters. the greater part 
was held for investment or resulted from 
foreclosure of mortgage liens, accord- 
ing to figures from the Institute of Life 
Insurance. 


Insured pension funds enjoy diversi- 
fication automatically as they are pooled 
with other insurance assets when in- 
vested. Trusteed pension funds, how- 
ever, during their growth period con- 
centrate investments almost exclusively 





PRINCETON, N. J. SHOPPING CENTER 


Department store has large glass expanse on parking side. Planting, trees and black pave- 
ment will help to cut glare. Store is also opened by glass on the other side for view 
through, but glass will extend only to the height of show windows, protected by a deep 
canopy. The store and adjoining buildings take advantage of the sloping site for two levels. 
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in short term loans, bonds, and stocks. 
In a survey of major pension funds 
the accompanying typical breakdowns 
were reported. 

Of ten major companies using trus- 
teed plans, not one reported any real 
estate investment. Shell Oil Company 
stated: “Investment in real estate or 
real estate mortgages has been consid- 
ered on a number of occasions; how- 
ever, until we are prepared with the 
proper organization to enter that busi- 
ness in a substantial way, we will prob- 


' ably not make such investments.” 


Our own organization reports only 
isolated instances of real estate commit- 


' ment by trusteed pension funds. It is 


noteworthy, however, that when these 
have made real estate investments, both 
lenders and borrowers were well satis- 
fied with the results. 


Real Estate Drawbacks 
Of the $5.25 billion now held in trus- 


teed plans 90% is estimated to be con- 
trolled by trust institutions. These banks 
tend to be more temporary-loan than 
long-term mortgage-minded. Typical of 
their general orientation, W. E. Dunckel, 
vice president of the pension division, 
Bankers Trust Company, New York, 
among the leaders in this field, recom- 
mends common stocks as the “only 
available investment medium for a pen- 
sion fund seeking to hedge against in- 
flation. Others occur to mind, such as 
income-producing real estate. oil royal- 
ties, or ownership of small manufactur- 
ing concerns, but these require special- 
ized handling and are too expensive.” 


Many smaller funds are unable to 
raise the capital amounts necessary for 
profitable real estate investments and 
many large funds feel, as does the Shell 
Oil Company’s pension plan, that they 
do not have the proper internal organ- 
ization to enter the real estate invest- 
ment field. 


In sum, most of the objections to 
real estate as an investment medium 
can be reduced to these: 


(1) Real estate investment and mort- 
gage loans require a costly appraising, 
inspecting, engineering, architectural, 
and servicing staff. The same is true to 
some extent of industrial bonds whose 
investment also requires specialized 
services. But as with stock and bonds, 
the real estate world today offers mort- 
gage investment services on an econom- 
ical fee basis which can be used any- 
where in the country. 


(2) Real estate investment and mort- 
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DIVERSIFICATION OF PENSION FUND INVESTMENTS 


Total Plan Investment 

Company Reserves Members Breakdown 
E. I. du Pont de $179,470,640 117,000 i os . 64.1% 
Nemours & Co. Corp Bonds 7.3% 
Pref. Stocks . 20.3% 
Common Stocks 8.3% 
X Company over 34,000 U. S. Govts. ..- 29% 
$100,000,000 Indus. Bonds | _ ... 25% 
Railroad Bonds —- Om 
Publ. Ut. Bonds 40% 
Pee Cle 5% 
Chrysler Corp. $ 28,500,000 135,000 Govt. Securities, high grade 
industrial and utility bonds, 
preferred and common stocks 

(no breakdown given) 

General Electric $4.15,479,000 178,000 Less than 25% in equity secur- 


ities, balance in high-grade 
corporate and government 


bonds 





gage loans require large amounts of 
money not available to small pension 
funds to achieve worthwhile returns. 
This is also no longer true. Today mort- 
gages and equity interests can be pooled 
in the same fashion as stocks and bonds 
to allow the same rates of return for an 
investor with $100,000 to invest as one 


with $10 million. 


(3) Real estate investment and mort- 
gage loans offer smaller returns than 
high-grade stocks. This objection is 
valid to. some degree but misses the 
point. If the rate of return were the 
only measure of the quality of an invest- 
ment, factor loans carrying 12% would 
qualify as prime investments. They 
don’t, because their security is small 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


Inquiries Invited from... 


L. G. BEAUBIEN ¢ C2 


LIMITED 


Paris 


Montreal 


Brussels 


Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 
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and the risk is great. In real estate, 
security and risk achieve an ideal degree 
of parity. 


Building Needs Large Sums 

Even if these objections should be 
overcome, trustees insist, the 
building industry may not be active 
enough to absorb further investments 
with benefit to both sides. The fact is 
that the building industry is more active 
today than ever before in its history and 
can use every investment dollar it can 
get to finance well-located, substantially 
constructed and realistically conceived 
real estate projects. It is ready to pay 


some 





a very high price for the money it 
needs. 


In recent years increases in mortgage 
money supplies made available by large 
institutional investors have failed to 
meet the rising demand of residential 
and industrial shelter needs. Construc- 
tion expenditures in the United States 
have risen from roughly $22.5 billion 
in 1950 to $27 billion last year, and are 
still rising. But new mortgage dollars 
made available dropped from $10.5 bil- 
lion in 1950 to an estimated $8.3 in 
1953. 


In investing in real estate, pension 
funds can benefit from the combined 
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trial and error experience of other in. 
stitutional investors over the last 50 
years as to which types of real estate 
are most suitable for their purposes, 
In the years after the war these insti. 
tutions financed much of the needed 
single-family housing, in part to foster 
good public relations. The situation js 
different today. A substantial part of 
the demand for this type of housing has 
been met, prices are falling and sales 
are more difficult. Institutional invest. 
ors are gradually withdrawing from 
the single family home market. 


But single family home loans carn 
interest rates higher than those on any 
other type of real estate investment, 
The reason is that they are generally 
considered to offer the greatest risk. Un. 
less mortgages on single family houses 
have been most carefully underwritten 
as to the credit of the borrower and 
have been aged five years or more. 
there is the probability of an unusually 
heavy percentage of foreclosures when 
compared with an equal dollar volume 
on other properties. When home loans 
are FHA and VA government-guaran. 
teed, the only security is liquidation 
by long term bonds often selling below 
par. Also, when repossessions have to 
be made, a widely scattered volume of 
single family houses requires a costly 
staff and organization while the value 
of other types of real estate can in a 
similar situation, be well maintained by 
skilled professional 
general, however. certain types of 
properties, other than single family 
homes, are classified by experienced 
institutional investors as investment 
type properties and these deserve the 
earnest consideration of pension fund 
trustees. 


management. In 


Investment Properties Defined 


The term “investment type proper: 
ties” applies to large multi-family 
structures, office buildings, department 
stores, shopping centers and industrial 
expansion projects for vital industries. 
As a result of the new Administration’s 
realistic tight money policy and _ the 
continuing high level of real estate 
money demands, interest rates on per- 
manent first mortgages for such prop- 
erties are rising but will probably 
stabilize around these levels: 
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The superiority of these loans to 
other real estate investments lies pri- 
marily in the fact that the demand for 
them is strong now, their market value 
high and expected to be well sustained 
over the years if their construction is 
substantial and if located in a favor- 
able area. They permit of easy servic- 
ing and can usually be repossessed and 
managed without great administrative 
difficulties or heavy costs in the eventu- 
ality of a mortgage default. 


In order to illustrate by specific ex- 
amples what types of property would 
be available for the mortgage invest- 
ment of pension funds, we have selected 
four loans handled by our firm last 
year, each typical of one of the above- 
Isted categories of investment-type 
properties. 


All of them are now earning more 
than four per cent on outstanding prin- 
cipal and are being repaid according to 
an amortization table providing for 
equal sums payable quarterly. As inter- 
est rates have since risen similar mort- 
gages in today’s market would earn 
14-14% more. 


It is also important to note that the 
investment made by the insurance com- 
panies or banks in the following cases 





Glass enclosed corridor leads from parking 

space into landscaped mall. Stores are glass 

walled on both sides, acting as a showcase 
for the whole development. 


took the form of a permanent first 
mortgage for a period of ten, fifteen 
years the land and 
buildings after completion of the con- 
struction work. The lender merely is- 
sues a commitment or a promise to 
take a first mortgage when the con- 
struction of the buildings is completed, 


or twenty upon 


and the construction is _ financed 
through a_ shorter-term construction 
loan. 


Project 1 represents a group of five 
apartment buildings in the semi-subur- 
ban area of New York City, in River. 
dale, financed by permanent first mort- 
gages in an aggregate amount of $6, 
830,000. When the builder’s loan appli- 
cation was received, our appraisers, 
surveyors, inspectors, architects, engi- 
neers, management experts and account- 
ants made a thorough study of the 
project itself, as well as housing trends 
in the Riverdale area in general. After 
receiving favorable reports we under- 
wrote the loan and placed it with the 
Travelers Insurance Company. This 
lender, incidentally, is one of the major 
institutional trustees of insured pension 
funds. In endorsing the loan we pointed 
out, among other things, that our study 
showed the construction plans to be in 
excellent order, and disclosed a definite 
need for middle- and _ high-income 
family rental space in the Riverdale 
area, assuring regular earnings over 
the period of the loan. The necessary 
commitments were issued by the lender 
and a construction loan taken by the 
Bankers: Trust Co. Construction pro- 
gress was rapid and when the suites 
became ready for occupancy they were 
filled in a few weeks. Paying interest 
at the rate of 414% the owner-builders 
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N INCREASING number of banks as 
well as individuals are finding it 


highly advantageous to invest in tax- 
free State and Municipal Bonds. This 
type of security often produces a bet- 
ter net return than taxable invest- 
ments yielding many times as much. 

Our Bond Department staff can 
assist you and your customers in re- 


issues suited to your tax situation. 


Call or write the bond depart- 
ment for full information 


THE NORTHERN TRUST COMPANY 


LOCK BOX N, CHICAGO 90 ¢ FRANKLIN 2-7070 


NEW YORK REPRESENTATIVE ¢ 15 BROAD STREET, NEW YORK 5 





SEPTEMBER 1953 


* 





649 











A private park, terraces and garages are features of the Briar Oaks project, with two units 

and 300 apartments of three and one-half to six rooms. Rentals range from $135 to $240, 

including utilities. They are being erected on Henry Hudson Parkway in the Riverdale 
section of the Bronx. 


are making amortization payments at 
the rate of $129,693 quarterly. This 
sum includes both interest and princi- 
pal repayment under the amortization 
plan outlined above. 


The post-war period has not only 
brought a strong and active demand 
for middle- and high-income family 
apartment space typified by the River- 
dale suites but also an unprecedented 
industrial and commercial expansion 
which has created a definite lack of 
appropriate office space for expanding 
business firms. Key cities such as New 
York, St. Louis, Kansas City, Los Ange- 
les, San Francisco, Atlanta, Boston, 
Chicago, Milwaukee. Detroit and New 
Orleans still report continuing active 
interest of large corporations in well 
managed office space renting at fair 
rates. 


Project 2 involves two such loans 
on New York City office buildings lo- 
cated on Madison Avenue in the center 
of the famous Murray Hill office dis- 
trict, long known as among the nation’s 
top real estate values. These buildings, 
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270 and 292 Madison Avenue, have as 
tenants such leading concerns as Wal- 
green’s, Union Carbide & Carbon Corp., 
New England Mutual Life Insurance 
Company, American Institute of Ac- 
countants, and Mutual Chemical Cor- 
poration of America. They carry per- 
manent 15-year first mortgages of 
$3,400,000, at 4% plus amortization. 


Project 3 is one of the largest shop- 
ping centers in the East, the Princeton 
Shopping Center, in New Jersey, with 
parking space for 3,000 cars and 205.,- 
025 square feet of rentable space. Be- 
fore a mortgage commitment was is- 
sued, our survey had established an 
annual business potential of $16,000,- 
000, an estimated cost of $5,322,000 
and the borrower had signed leases 
with such tenants as Crawford Clothes, 
S. S. Kresge’s, R. H. Macy & Co., and 
others, which guaranteed annual gross 
rentals of roughly $500,000. The mort- 
gage of $2,600,000 at 444% can be 
easily carried by the owners on this 
basis. 


Project 4 is an industrial loan to 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


One Wall Street 
New York 5, New York 


117 South 17th Street 
Philadelphia 3, Pa. 


8 So. Michigan Avenue 
Chicago 3, Illinois 


(en a a ee ec a ee ee ee ee a 





finance expansion of the Whitney Chain 
Company, a major manufacturer of 
chains for power transmission and con. 
veyors and of sprockets used in the 
agricultural, machine tool, textile, con- 
struction, mining and oil industries, 
Theoretically, the security is the land 
and improvements of the company but, 
as a practical matter, the lender is more 
concerned about the vitality of the bor. 
rowers business than the appraised 
value of land and fixtures. This $1,425, 
000 ten-year loan is earning at the rate 
of 43Q%. 

Insofar as the quality of the invest. 
ment is concerned, the same considera- 
tions apply to loans on existing proper- 
ties as to new construction. Construc- 
tion, location, area, population and in- 
dustry trends determine the value of 
real estate investment on old and new 
properties alike. 


Conventional Mortgages Preferred 


Contrary to general belief, the mod- 
ern real estate investor puts very little 
money into outright purchase of real 
estate unless he is adequately equipped 
to handle the building management, in. 
spection and upkeep of the property 
with an organization of his own. Higher 
construction costs and operating ex- 
penses usually eat up too much of the 
average 12% return of the self-opera- 
ting and self-owning investor to make 
such an operation worthwhile on a 
small scale. 


In recent years several new methods 
of real estate investment have been 
developed but their share in the total 
real estate portfolio of institutional in- 
vestors is negligible. Approximately 
95% of real estate funds are still loaned 
out on a permanent first mortgage 
basis. The choice of the conventional 
mortgage is also a precedent which it 
will be wise for pension funds to follow. 
They can thus confine real estate in- 
vestment activities to a simple paper 
operation with a minimum of head- 
aches. 


Only two other methods of real es- 
tate investment would seem to deserve 
more than superficial scrutiny by pen- 
sion fund trustees. The first is a lease- 
back arrangement in which the lender 
buys a piece of income real estate and 
leases it back to the seller for a prede- 
termined. yield, the seller managing the 
propérty which makes the owner de- 
pendent on the efficiency of the lessee 
for the success of his investment. 


This disadvantage can be overcome 
(Continued on page 664) 
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Another Depression bio 
or a New Economic Pattern? 


“The Changing American Economy” is a timely 32-page 


economic study by Marcus Nadler, consulting economist to 





The Hanover Bank. Copies available upon request. 
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Role of the Investment Trusts 


(From The Economist, London, August 15, 1953 


With the lifting of the limit of £50,000 
($140,000) on new issues of British in- 
vestment and unit trusts by the Capital 
Issues Committee, this article assesses 
the part that the older closed-end British 
investment companies presently play in 
providing equity capital and prospects 
for an increase in the future. An inter- 
esting summary of the status of the 234 
closed-end investment companies quoted 
daily on the Official List of the London 
Stock Exchange indicates that their total 
assets had a market value of £580 mil- 
lion ($1624 million) at their latest ac- 
counting dates compared with the $900 
million value total of the 33 United 
States closed-end funds listed on June 
30th by the National Association of In- 
vestment Companies. 


Compared with total listing and trad- 


ing on the London Stock Exchange, their 
importance is not very great as a mar- 
ket factor — the present experience with 
fund holdings in this country — al- 
though at certain periods in a general 
shifting of market sentiment their in- 
fluence on stock exchange values may 
increase. There has been a marked shift 
into equities in recent years with 75 to 
85 per cent of investments generally in 
British stocks. From practically zero 
during the war, holdings of North Amer- 
ican dollar securities have been in- 
creased to between 20 and 30 per cent 
of assets. Over one third of the invest- 
ment trusts’ own capital structure con- 
sists of bonds and about one third is 
held by preferred stock holders. 


The closed-end British companies have 
not attracted the smaller investor’s sav- 
ings. Little stock comes on the market 
and that is usually gobbled up by pen- 


sion funds and insurance companies. 








EATON & HOWARD 
BALANCED FUND 


EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE TWO INVESTMENT FUNDS MAY 
BE OBTAINED FROM YOUR INVESTMENT DEALER OR 


EATON & HOWARD 


INCORPORATED 
BOSTON 


24 Federal Street 





333 Montgomery Street 
SAN FRANCISCO 


Fundamental Investors, Inc. 


Diversified Common Stock Fund 


Diversified Growth Stock Fund 


Diversified Investment Fund 


Manhattan Bond Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


Cleveland 
Chicago 
Los Angeles 
San Francisco 


HUGH W. LONG AND COMPANY 


Incorporated 


Westminster at Parker, Elizabeth 3, New Jersey 


Prices of shares fluctuate more violently 
than the average industrial stock and 
information being not too readily avail. 
able to the smaller investor, trust stock 
ofiers too great a risk for him any way. 
Of course, there have been so-called 
“unit trusts,” bearing a resemblance to 
the mutual funds in this country, but 
these have not proved entirely satisfac. 
tory in their present form. 


The article concludes with a plea that 
every American mutual funds salesman 
will wish to carry around as the top 
piece of literature in his sales kit (S.E.C. 
Policy Committee approving): “. . . the 
time has come when the City and the 
CIC (Capital Issues Committee)  to- 
gether should consider whether a much 
more active boost cannot be granted to 
issues by “mutual fund” trusts . . . In 
these trusts the risks of investments are 
spread; the composition of portfolios 
can be altered; there is no “gearing” 
(leverage) problem, because the in- 
vestor is in effect the owner of the under- 
lying securities, and the price of the 
units cannot fluctuate more violently 
than the market value of the portfolio: 
and after paying a reasonable fee for the 
skilled management of the trusts’ port- 
folios. the unit-holders receive. 
fect, the whole of the trusts’ investment 
income...” 


in ef- 


A A A 


Ohio Gets Partial Prudent Man 
Rule 


Over the veto of Governor Lausche. 
the Ohio Legislature has enacted a 
partial prudent man rule statute. The 
bill permits fiduciaries to invest up to 
35% of the fund in securities other than 
the 16 previously enumerated classes. 
including preferred and common stocks 
and securities of investment trusts. 
whether open or closed end. 


A A A 


New Common Trust Funds 


Hawaiian Trust Co., Ltd.. put its 
second common trust fund into opera- 
tion July 31, this one limited to fixed 
income investments. On August 1, Fi- 
delity Union Trust Co., Newark. N. J.. 
established a legal fund, and on Septem- 
ber 1, Nashville Trust Co. started two 
funds — one for stocks and one for 
bonds. The Manufacturers Trust Co. of 
New York has received permission from 
the New York State Banking Board to 
establish a second discretionary com- 
mon trust fund. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of this 
index by issuers, underwriters or dealers. Principal indices for August 29, 
1952 appear in the September 1952 issue and current income returns 
based on August 31, 1953 offering prices are available on request. 
These will soon be added to a revised short form index. 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 












































Reference should be made to the introduc- 1 6 7 16 7 18 19 ” 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 8/31/53 Last 12 mo. Div. %| Prin. Less | 5-Yr. Avg. 
poses of publication and considerations in 8/31/53 Net Cum. Cap. | Net Invest 
selecting stock and cost-of-living averages, Principal Samadt Cap Distr. (Bid) ‘ 
periods and in interpretation of data. Principal ies High Principal | owe . nae | 8/31/53 Income % 
BALANCED FUNDS | 
American Business Shares _ — 65.9 170.1 150.5 3.36 2.59 107.0 3.83 
Axe-Houghton Fund “A” _ - = 71.4 210.2 4197.9 2.71 3.90 7150.9 3.83 
Sr = 83.1 230.4 213.0 3:72 2.48 165.3 3.90 
ON Ee ee eer 103.1 60.2 172.0 160.4 3.47 1.37 127.1 3.79 
Commonwealth Investment =» 106.3 73.5 219.3 204.8 3.84 1.68 168.7 3.97 
Eaton & Howard Balanced _ 114.5 73.6 187.5 176.4 d3.62 2.08 157.2 3.84 
Fully Administered Fund (Group Securities) — 69.4 156.6 7137.4 2.81 1.99 7110.9 3.72 
General Tnvestats Trast $$. 110.0 65.2 139.6 128.3 4.17 3.53 101.4 4.92 
Investors Mutual _. pt an I re he — 73.5 165.2 154.4 3.99 1.43 127.0 4.24 e 
Johnston Mutual Fund EE NALS ane — 187.6 175.6 3.80 2.32 162.4 4.28 e 
Nation-wide Securities** —.......--_»_-__ 102.6 59.6 142.7 135.2 4.05 1.31 109.6 4.23 
Dreyfus Fund***** SEDO sane Sees — nee 160.6 4147.2 2.88 1.98 ¥135.1 3.91 e 
Costes Tutsem Fond $$. — 69.2 152.2 140.8 3.74 2.50 117.5 3.95 
Mutual Fund of Boston**** _ — — 164.3 154.5 3.86 2.53 132.7 3.98 e 
Scudder Stevens & Clark >>> ===> 97.4 80.9 160.6 149.5 3.35 1.76 iy 3.54 
oe ee eee ee 105.2 75.0 169.3 160.7 3.61 2.03 124.3 3.82 
"ene eran ere mee . — — 196.9 183.2 3.88 1.50 165.2 4.10 e 
Wisconsin Investment***® _..-- === —_ 65.1 234.3 218.8 3.08 2.64 154.7 3.42 
AVERAGE: BALANCED FUNDS _...-- 105.6 70.8 175.6 162.9 3.58 2.18 130.6 3.99 
STOCK FUNDS 
ny, — 50.2 224.9 197.9 4.15 2.26 121.4 5.11 
Broad Street Investing Corp. >_>» 109.9 60.1 213.9 195.6 d4.61 1.89 158.2 4.96 
UN I 109.8 61.0 200.1 179.9 4.26 2.39 7143.8 4.58 
NO a de — 76.1 172.9 162.4 3.63 3.79 84.4 3.88 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** — — 154.1 +138.2 4.90 1.91 7124.1 5.92 e 
LB a 109.0 | 62.1 178.0 162.6 4.13 2.60 131.6 4.46 
Eaton & Howard Stock — 107.1 62.7 224.8 208.1 d3.61 2.38 174.3 3.78 
See en ees — i 232.0 205.5 d4.48 1.51 175.5 5.03 e 
Fundamental Investers _....... = 105.2 64.8 252.1 223.4 4.39 2.01 185.5 4.52 
Incorporated Investors _................._______. 103.6 63.9 246.2 218.2 3.78 3.00 167.4 4.76 
Institutional Foundation Fund — — 181.0 7167.6 3.80 4.37 7124.1 4.19 e 
Investment Co. of America oe 69.0 199.7 185.3 3.64 4.44 126.5 3.95 
Investors Management Fund _...... 107.7 7.7 221.4 199.6 4.31 6.05 144.5 4.71 
Knickerbocker Fund PN AS ee di one 59.8 125.6 121.0 2.03 3.91 75.1 3.48 
Loomis-Sayles Mutual Fund 72.4 74.2 198.7 191.3 2.60 4.01 127.9 2.81 
Massachusetts Investors Trust 110.7 59.7 194.9 174.2 4.41 1.29 161.6 4.86 
Mass. Investors Growth Stk. Fund ~ ee 114.2 57.4 205.9 7184.1 2.79 1.88 4143.9 3.48 
Mutual] Investment Fund 129.7 56.1 167.8 155.5 221 4.19 125.4 2.92 
National Investors Le eee ee — 60.7 241.9 221.6 3.32 3.24 167.4 3.93 
National Securities — Income*** —_— 66.0 135.1 +103.1 5.56 2.96 + 85.8 5.91 e 
New England Fund 117.4 61.4 164.9 153.7 d3.89 1.79 124.1 3.99 
Selected American Shares 123.8 60.9 181.2 164.4 4.18 4.38 125.1 4.74 
Sovereign Investors = — 62.5 137.8 124.9 4.93 0.67 100.4 5.08 
State Street Investment Corp. pees 92.8 60.7 251.8 223.9 r2.78 8.18 147.8 3.29 
Wall Street Investing Corp... _ a 229.0 212.6 3.88 2.14 203.3 3.81 @ 
AVERAGE: STOCK FUNDS _.... 108.1 63.2 201.0 183.4 3.71 3.19 138.8 4.15 
90 STOCK INDEX (Standard & Poor’s) ____. 106.7 59.3 211.7 185.2 _— — — _e 
CONSUMERS PRICE INDEX (B.L.S.) — n99.8 n192.4 ~~ -- == — 


Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
ates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other sources, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or baJanced funds in existence at the time. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
lutions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of income earned from dividends and interest on their portfolio 
Securities (excluding all capital distributions). 








N—new revised series adjusted to Dec. 1939 base. 
t—plus rights. 


®Principal index begins after 1939 base date. 


+Ex-dividend current month. 
d—Reflects adjustment for change in interim 
dividend policy. 


**Became Balanced Fund in 1945. 
***Not included in balanced or stock average. 
****Name changed from Russell Berg Fund. 
*****Name changed from Nesbett Fund. 
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TRUST ACCOUNTING AND AUDITING 


Part I (a)-Laws and Government Regulations 


HERBERT S. CROFT 


Vice President & Trust Officer, The Alamo National Bank of San Antonio, Texas 


Duties, Powers and Responsibilities 
of Executors and Administrators:— 
There is no Uniform Act regarding the 
duties and powers of an executor or 
Administrator. Accordingly, one must 
look to the state laws as well as to the 
provisions in a particular will. In set- 
tling an estate, the five major duties are: 


1—Obtain court authority (letters), 
2—Assemble the assets, 
3—Safeguard the assets, 

4—-Pay debts and charges, 


5—Distribute the net estate: 
a—As executor: according to the 
Will. 
b—As administrator: according to 
law. 

In order to carry out these duties, the 
following five types of powers are avail- 
able: 

1—Inherent (Inseparable from the 

nature of the office) 

2—Express (Written words, by law 

or by Will) 

38—Implied (Grow out of express 

powers) 

4—Imperative (Compelled by court) 

5—Discretionary (A choice to do one 

act or another) 

It is always desirable to have broad 
express powers spelled out in the Will 
in order to avoid any question of one’s 
powers. 


Some of the duties of an executor or 
administrator where liability may occur 
are: 


1—Has the Will been duly probated? 


2—Has the Bank filed its oath, and re- 
ceived its appointment as executor, 
independent executor or administra- 
tor? 


3—Has the Bank published notice of its 
appointment as well as notice to 
creditors to file claims? 


4a—Has the Bank assembled or estab- 
lished control and safeguards over 
all of the assets of the decedent :— 
Bank and brokerage accounts, con- 
tents of safe deposit boxes, proceeds 
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of life insurance, household furni- 
ture and other personal property or 
claims due the estate? 


b—lIs there any property located in 
other States, and if so, does the 
Bank, as a domestic corporation, 
have the right to qualify as a for- 
eign corporation in such other 
States? 


5—Does the Bank have any power or 
duty under the Will or by law with 
respect to real property? (Collect 
rents, renew leases, cultivate crops, 
feed live stock, protect per‘shable 
property, make repairs, renew insur- 
ance.) 


6—Does the Bank have any duty or 
power under the Will or by law to 
carry on the decedent’s business? 
(Mining partnerships are not dis- 
solved on death of a partner. Bank 
may be required to join in drilling 
offset wells to prevent drainage, or 
sell its interest at a sacrifice. Many 
conflicts, as executor and trustee.) 


7—When may claims be presented? 


8—What is the order of preference in 
paying debts and claims? 


9—Is a preliminary State inheritance 
tax report required to be filed? If 
so, when and where? 


10—When should the inventory, appraise- 
ment and list of claims be filed with 
the Probate Court? 


11—What valuations should be used? 


12—Are statements of beneficial inter- 
ests required to be filed with the 
court? 


13—-Within two months after qualifying, 
did Bank file a preliminary notice 
with the Collector of Internal Rev- 
enue that estate exceeded $60,000.00? 
(Sec. 820, Form 704) 


14—Are any final inheritance tax re- 
ports under oath, regarding the 
property or beneficiaries, required 
to be filed with the State Comptroller 
and the County Clerk? If so, when? 


15—Has the Bank filed returns, and paid 
all income taxes of the decedent? 


16—Where the gross estate exceeds 
$60,000.00, has the Bank filed a 
Federal Estate Tax return, and paid 


the tax within fifteen months after - 


the death of the decedent? i.e., Has 
it reached the Collector’s office on 
or before the due date? Penalties: 


(a) Estate must be re-valued as of 
the date of death instead of one 
year thereafter; (b) 5% penalty for 
late filing. 


17—Upon filing the Federal Estate Tax 
Return, did the Bank make applica- 
tion to the Commissioner for: (a) 
Determination of the tax, and (b) 
for discharge from personal liabil- 
ity, (in cases where special circum- 
stances are present). (Failure to 
satisfy the tax liabilities of an es- 
tate may make the Bank “personal- 
ly” liable for such taxes.) 


18—Has the Bank filed annual or inter- 
mediate accountings and _ exhibits 
with the Court? 


19—Is there a time limit within which 
final settlement of the estate should 
be made and the net assets distri- 
buted? 


20—Has distribution been made pursv- 
ant to the Will or Statute, and have 
receipts, releases and _ refunding 
bonds been obtained from the lega- 
tees? 


21—Are the fees or commissions received 
by the Bank adequate for the amount 
of work involved and the responsi- 
bility assumed? 


C—Governmental Regulations 


The third source* which serves as a 
guide to the Bank’s responsibility for 
its Trust Department is the governmental 
regulations, both Federal and State. 


Regulation “F” of the Federal Reserve 
Board places very definite responsibili- 
ties upon the directors of the National 
Banks operating Trust Departments. 
This does not mean, however, that such 
an impossible task as making a detailed 
check of the Trust Department is placed 
upon the Board. In order to protect the 
Bank and its directors and officers from 
any liability or criticism, and to avoid 
revocation of its permit or license to 
engage in trust business, the auditing 
department of a bank should keep in 
mind the following provisions of Regu- 
lation “F”: 


1—Has the Trust Department been es- 


*In addition to the trust instrument itself and 
applicable laws. 
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tablished separate from every other 
department of the bank? 


2—Does the trust department transact 
any business which should properly 
be transacted in any other depart- 
ment of the bank, such as free safe- 
keeping and escrow accounts for 
banking customers? 


3—Has the Board of Directors appoint- 
ed a Trust Committee composed of 
three or more capable and experi- 
enced officers or directors? 


4—Do the by-laws provide for the crea- 
tion of a Trust Committee and spell 
out its principal functions? 


5—When a Trust Committee has been 
appointed does it:— 


a—Supervise the Trust Department? 


b—Determine the policies of the 
Trust Department? 


c—Keep minutes and record actions 
taken on all matters considered, 
including the approval or accep- 
tance of, and the closing out of, 
all fiduciary accounts? (Also 
agency accounts.) 


d—See that trust investments are 
promptly made, retained or dis- 
posed of in accordance with the 
trust instrument, the Trust In- 
vestment laws, or the law with 
respect to guardian investments? 


e—See that funds in court trusts 
are invested in accordance with 
certified copy of court orders 
which are filed and preserved in 
the Trust Department? 


f—Review all assets in each account 
at least once every twelve months’ 
period to determine their safety, 
current value, and the advisabil- 
ity of their retention or disposi- 
tion; and report same in its min- 
utes, together with the action 
taken thereon? (Well kept min- 
utes should aid the Bank in any 
controversy in surcharge cases, 
etc.) 


6—Is there any delay in the investment 
or distribution of trust funds longer 
than is reasonably necessary? 


7—Except as to Common Trust Funds 
and participations in a mortgage 
loan, are trust funds wrongfully in- 
vested in pools of mortgages, bonds 
or other securities? 


R.-Are trust funds wrongfully invested 
in stock, obligations or property ac- 
quired from the Bank or its direc- 
tors, officers or employees, or any of 
their interests unless, of course, such 
investments are expressly required 
by the Trust Instrument or by Court 
Order? 


9—Are trust assets wrongfully sold or 
transferred to the Bank or any of 
its directors, officers, employees or 
their interests? 


10—Are trust funds wrongfully advanced 
from one trust to another trust, un- 
less specifically authorized by the 
trust instrument covering the ad- 
vancing trust? 
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11—Has the Board of Directors placed 
the management and supervision of 
the trust department under an ex- 
excutive officer or officers who are 
qualified and competent to adminis- 
ter trusts? 


12—Are the duties of the trust officers 
evidenced by the by-laws or by a 
resolution of the Board? 


13—Are the Trust Department officers 
and employees adequately bonded? 


14—Has competent legal counsel (who is 
readily available) been retained to 
pass upon trust matters and to ad- 
vise with the Bank and its Trust 
Department on important matters? 


15—Are the books, records and assets of 
the Trust Department kept separate 


and distinct from the bank’s records 
and properties? 


16—Are the trust accounts so kept that 
the Bank can furnish information 
or reports to the Federal or State 
supervisory authorities? 


17—Do the records contain full informa- 
tion relating to each trust, both cor- 
porate and personal trusts? 


18—Except as to Common Trust Funds, 
and participants in a mortgage loan, 
are the assets of each trust kept 
separate from those of all other 
trusts ? 


19—Are all trust securities and invest- 
ments placed, and kept under the 
joint custody of, two or more offi- 
cers or employees of the Bank, 








y -) 
1S 6) — 
15O YEARS OF 


ti osha alto SERVICE 


x 


aa . 
UB 


*sg3i 


yy ae Say 
—_ Ered é 4 BZ 





"he Number One bank tn Philadefohia tr more ways than one! 


655. 





especially designated by the Board, 
and are they adequately bonded? 


20—Has the banking department, by 
authority of the Board of Directors, 
deposited with the Trust Depart- 
ment U. S. Bonds or other approved 
securities at least equal in market 
value to the amount of trust funds 
kept on deposit in the Banking De- 
partment? 

Agency, escrow and custody funds 
do not have to be so secured by col- 
lateral. In the event of failure of 
the bank, the beneficial owners of 
trust funds have a lien on these 
securities. In this connection, State 
laws must yield to Federal law. 


21—Has the Bank deposited securities 


with the State authorities for the 
protection of trusts? 


D—Principles and Policies of Banks 
and Trust Companies 


The fourth source of a Bank’s re- 
sponsibility for its Trust Department is 
found in the Statement of Trust Prin- 
ciples adopted by the A. B. A. in 1933 
and incorporated in the appendix to 
Regulation “F.” These Principles repre- 
sent ethical standards, self-imposed on 
trust institutions. Although vitally re- 
lated, one should keep in mind the dis- 
tinction between: Principles, Policies, 
and Practices. 





GENERATION 
AFTER 
GENERATION 


Through three and even four 


generations, many families have 
appointed Fidelity to handle the 


details of estate management. On 


the basis of this experience, 


you may confidently 


recommend Fidelity whenever 


trust services in Philadelphia are needed. 


FIDELITY-PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 


Member Federal Deposit Insurance Corporation @ Member Federal Reserve System 








Principles are the fundamental or 
cardinal doctrines, standards, or truths 
of trust business. 


Policies are the flexible courses of 
local procedure adopted by the Directors 
or the Trust Committee of a particular 
trust institution. 


Practices are the acts commonly per. 
formed by all trust institutions. 


Principles of trust business cover six 
major subjects, to wit: 


1—Acceptance of trust business, 
2—Administration of trust business, 
3—Operation of Trust Department, 
4—-Compensation, 
5—Promotional efforts, 
6—Relationships with the Public, Law. 
yers and Life Underwriters. 
Policies adopted by the Directors or 
Trust Committee usually cover such sub- 
jects as: 
1—Serving with individual co-execu- 
tors and co-trustees. 
2—Dividing compensation with co- 
fiduciaries. 
3—Providing for compensation in the 
instrument itself. 
4—Reserving the right to decline ap- 
pointments. 
5—Refraining from drafting trust 
instruments. 
6—Safekeeping wills. 
7—Calling attention to importance 
of keeping wills up to date. 
8—Retaining original investments. 
9—Carrying on businesses left in 
trust. 
10—Retaining family attorney and 
other professional representatives. 
It is apparent, therefore, that the 
Trust Auditor should be familiar with 
the particular policies adopted by his 
own institution. 


(To be continued) 
A & A 
Pennsylvania Trust School 


A Trust School will be sponsored by 
the Pennsylvania Bankers Association 
at the Penn-Harris Hotel, Harrisburg. 
on Thursday and Friday, November 5-6. 
Trust development will be the discus- 
sion on the first day with A. M. Me- 
Nickle, vice president. Fidelity Trust 
Co., Pittsburgh, and Chairman of the 
P.B.A. Trust Development Committee. 
in charge of the arrangements. The 
second day will be devoted to the sub- 
ject of costs and charges under the 
direction of Maurice D. Hartman, vice 
president, Fidelity-Philadelphia Trust 
Co., and Chairman of the P.B.A. Com- 


mittee on Costs and Charges. 
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GomeTvel CCH TOPICAL LAW REPORTS 





Are you concerned with labor relations law? Wage-hour problems? 


T CONTRACTS REPORTS 


S PANNING the whole world of government contracts questions, the swift 
regular releases of CCH’s Government Contracts Reports hurry to subscribers 
details of all new developments concerning:—Procurement, with its Bids, Con- 
tract Clauses, Labor Requirements, Contract Regulations—Settlement, with its 
Performance Costs, Price Adjustments, Payments, Supporting Vouchers, Appeal 
Procedures, Judicial Review—Modification, whether by Supplemental Agree- 
ment, or Change Orders, or ‘‘Extras’’ Orders—Cancellations—Profit Limita- 
tions—Renegotiation—Termination—Emergency Amortization. 


What's more, everything is explained, organized, coordinated to give 
you always the very latest, complete picture of what's what in this field—to 


give you the facts and information you need, when you need them, in handling 


government contracts law puzzlers. 


Or any other angle of the law regulating employer-employee-union relations? 
Then it is reported at once—fully, accurately, helpfully—in CCH's vigilant 
Labor Law Reports. For informative weekly issues encompass the whole worka- 
day world of statutes, regulations, rulings, court and administrative decisions, 
forms, instructions, and the like, concerning the important federal and state 
regulation of labor relations and wages and hours problems. 


Included are detailed explanations of emerging developments under the 
Taft-Hartley Act, National Labor Relations Act, Fair Labor Standards Act, 
Railway Labor Act, veterans’ reemployment rights, anti-discrimination laws, 
government contracts law relating to labor, anti-injunction laws, and state 
labor relations and wage-hour laws, among others. 





You're always in step with the labor’law parade, always have the latest 
pertinent details under your subscription for CCH’s LABOR LAW REPORTS. 
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DesiGNeD specifically for the man concerned with the everyday prob- 
lems involving federal and state antitrust enforcement and regulation of trade 
and business practices! The regular, biweekly releases of CCH’s Trade Regu- 
lation Reports dispatch to subscribers “the last word” on the Federal Trade 
Commission Act (with the McGuire Fair Trade Amendment), Sherman and Clayton 
Antitrust Acts, Robinson-Patman Price Discrimination Act, state fair trade acts, 
state antitrust laws and other pertinent trade regulatory laws—federal and state. 


Court decisions interpreting these Acts, rulings of the Federal Trade 
Commission, and its rules of practice and procedure are faithfully reported. 
Trade Practice Conference Rules are reproduced in full text. 


In short, as a subscriber, you always know the what’s what and why of 
all relevant changes and new developments—as they break. 


Write for complete details on these and other fields of interest. 
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Program for Western Regional 
Trust Conference 


San Diego, October 29-30 


Tuurspay, 9:15 A.M. 


Report of Trust Division, of Pacific 
Coast Banking School — Victor R. 
Graves, Vice President and Trust Offi- 
cer, Peoples National Bank, Seattle. 


Greetings from American Institute of 
Banking — President, Stetson B. Har- 
man, Trust Officer, First Trust and Sav- 
ings Bank, Pasadena. 


“Pension, Profit-Sharing and Welfare 
Plans” — Robert A. Wilson, President, 
A.B.A., Trust Division; Senior Vice 
President, Pennsylvania Company for 
Banking and Trusts. Philadelphia. 

“Our National and International Prob- 
lems” — Leslie E. Gehres, Rear Ad- 
miral, USN (Ret.). Executive Vice 
President, Constitutional Foundation, 
Inc., San Diego. 


Tuurspay, 1:45 P.M. 

“A Probate Judge Looks at the Trust 
Companies” — L. N. Turrentine, Pre- 
siding Judge, Superior Court, County of 
San Diego. 

“What Management Expects of the 
Trust Department” — Graydon Hoff- 
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TIDEWATER VIRGINIA 










NATIONAL BANK 
OF COMMERCE 


Norfolk Virginia 








man, Vice President and Manager, Bank 
of America N.T. & S.A., San Diego. 


“Costs and Cost Accounting” — Jos- 
eph T. Keckeisen, Vice President and 
Secretary, First National Bank of Chi- 
cago. 


Fripay, 9:15 A.M. 


“Economic Outlook for Trust Invest- 
ments” — Dr. Kenneth L. Trefftz, School 
of Commerce, U.S.C., Los Angeles. 


“Securities and The Trust Portfolio” 
— Joseph C. Bickford, Assistant Vice 
President, Bankers Trust Co., New York. 


“Income-Producing Real Estate — A 
Good Trust Investment” — Clarence M. 
Turley, Past President, American Insti- 
tute of Real Estate Appraisers, St. Louis. 


Fripay, 1:45 P.M. 


“Tax Problems and the Trust Busi- 
ness” — Don H. McLucas, Vice Presi- 
dent, Northern Trust Co., Chicago. 


“Acceptance and Management of Busi- 
ness Interests in Estates and Trusts — 
Making the Trust Business Pay” — 
Panel. H. M. Bardt, Moderator, Vice 
President and Senior Trust Officer, Bank 
of America N.T. & S.A., San Francisco. 


Eldridge H. Booth, Jr., Vice Presi- 
dent and Trust Officer, Title Insur- 
ance & Trust Co.. Los Angeles. 


W. H. Loos, Vice President, First 
Security Bank of Utah, N. A., Ogden. 


Reno P. Ransom, Vice President, 
Seattle-First National Bank. 


Laurence Tharp, Vice President 
and Manager Trust Department, An- 
glo California National Bank, San 
Francisco. 


A AA 


Virginia Trust Earnings 
Gross earnings of trust departments 


in state banks of Virginia reached a 
total of $717,488 for the year ending 


December 31, 1952. 










Complete facilities for handling your 
Banking and Fiduciary Business 
promptly and effectively. 


tke FIFTH THIRD [JNION TRUST <° 


CINCINNATI, OHIO 


Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 


Niles Heads Bar Section 
Dean Russell D. Niles of the New 


York University Law School was elected 
Chairman of the Section of Real Prop- 
erty, Property and Trust Law at the 
annual meeting of the American Bar 
Association in Boston, August 24-26, 
Dean Niles succeeds Earl S. MacNeill, 
vice president of Irving Trust Co. who 
was named Section Delegate to the 
House of Delegates. Now filling the 
Dean’s former post of vice chairman is 
Rush H. Limbaugh of Cape Girardeau, 
Mo. The other Section officers were re- 
elected, as follows: 


Sec.: Emerson R. Lewis, Chicago. 


Asst. Secs.: P. Philip Lacovara, man. 
aging editor of Trusts AND Estates, 
New York, and William R. Dillon. 
Chicago. 


Director of Real Property Division: 


William A. Lane, Miami. 


Director of Probate Division: Daniel 
M. Schuyler, Chicago. 


Director of Trust Division: Dean 
Edward C. King, University of Colo- 
rado Law School, Boulder. 


Elected to the Council, governing 
body of the Section, were Carl F. 
Schipper, Jr., Boston; Robert H. Fra- 
zier, Greensboro, N. C.; and Miss Elsa 
C. Beck, Chicago, first woman to be 
chosen for that position. 


Proceedings of the Section sessions, 


most successful in its history, will be 
reported as usual in the October issue 


of T.&E. 
A A A 


Florida Trust Charge Survey 


The Florida Bankers Association is 
currently conducting a Statewide survey 
of charges for all types of fiduciary ser- 
vices. The committee is in charge of 
Harold F. Pelham, vice president and 
trust officer, First National Bank, Ft. 
Lauderdale. 
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Bank Summer School 
Attendance High 


A creed of public relations for bank- 
ing was presented at the first Graduate 
Bankers Public Relations Seminar in 
Syracuse, N. Y., by Stanley A. Neilson, 
president of the New York State Bankers 
Association and president of the Bank 
of Gowanda. The twelve points outlined 
to the Seminar, which was held at the 
end of July in conjunction with the 
annual School of Public Relations, were 
these: 


1. Banks are open, friendly and com- 
municative. 


2. Banks always seek to act in the 
public interest. 


3. Banking is a major contributor 
toward peacetime production and dis- 
tribution. 


4. Banks are important to national 
strength and well-being. 


5. Banks are good citizens — pay 
taxes, cooperate with government. 


6. Banks are progressive and efficient, 
developing new services in the interest 
of customers, business and the public. 


7. Bank services are fairly priced, 
designed to serve not a chosen few, 
but all the people. 


8. Banking is an independent, com- 
petitive system of financial institutions 
owned by millions of people in all walks 


of life. 


9. Bank earnings are reasonable, and 
necessary if the banks are to serve the 
financial needs of the country. 


10. Banks are understanding and fair 
in dealing with personnel, and manage 
their internal affairs democratically. 


11. Banks don’t create wealth by 
some mysterious process — they safe- 
guard the dollars of others and put them 
to work helping to build America. 


12. Bankers are not just monetary 
middlemen — they are financial con- 
sultants, sharing business risks and 
helping businessmen, farmers, and in- 
dividuals in tangible, practical ways. 


The two-week session of the Pacific 
Coast Banking School, held at the Uni- 
versity of Washington in Seattle, August 
24. — September 4, inaugurated a three- 
year trust course under the direction of 
Victor R. Graves, vice president and 
trust officer of Peoples National Bank of 
Washington. The trust faculty this year 
included Gilbert S. Stephenson, former 
president of the trust division. American 
Bankers Association: Robert M. Alton, 
vice president, trust officer and director 
of the United States National Bank, 
Portland; J. A. Ducournau, vice presi- 
dent of Wells Fargo Bank & Union Trust 
Co., San Francisco; and Walter L. 
Nossaman, Los Angeles attorney and 
legal editor for California for Trusts 
AND Estates. Combined registrations 
for the trust and commercial divisions 
of the School reached 245 with bank. 
ers coming from eight western states, 


Hawaii and Alaska. 


The intensive, one-week Pennsylvania 
Bankers Association Summer School, 
which convened August 23 at Pennsyl- 
vania State College had courses on oper- 
ating systems, public relations, and the 
investment policy of a small bank, as 
well as installment credit, mortgage 
loans, and farm lending, with special 
lectures on What Money Does and The 
Relation of Fiscal and Monetary Poli- 
cies to Banks. More than 200 bankers 
from 50 counties took advantage of this 
opportunity for summer study. W. 
Harold Brenton, president of the Amer- 
ican Bankers Association and president 
of the State Bank of Des Moines, Iowa, 
told the bankers that “The people of 
your community would like to look to 
you for information and leadership on 
their own financial matters,” and he 
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through eleven offices in six cities 


THE CITIZENS & SOUTHERN 
NATIONAL BANK 


warned that “many of a_ nation’s 
troubles start from a lack of public 
understanding of financial affairs and 
from poor handling of them.” 


Enrollment at the 9th annual session 
of the School of Banking, sponsored by 
the Central States Conference at the 
University of Wisconsin, reached a rec- 
ord high of 775 students from 34 states 
— including the 16 midwestern states 
of the Conference — as well as the Dis- 
trict of Columbia and Cuba. The gradu- 
ating class had 212 members, the enter- 
ing class 294, and 269 were in the 
middle class of 1954. Dr. Herbert V. 
Prochnow, vice president of The First 
National Bank of Chicago, is Director 
of the School. 

A #2: & 


Boston Charity Reports 


The 36th annual report of the Per- 
manent Charity Fund in Boston reports 
that during the year ended June 30, 
1953, the principal of the Fund was in- 
creased by $875,986, bringing the total 
to $11,104,091. At the end of 1952, 
the Fund was fourth largest among 
the community trusts of the United 
States and Canada as surveyed by the 
New York Community Trust. The Fund 
was established in 1915 by Boston Safe 
Deposit & Trust Co., as trustee, 
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60 Years of Trust Service 
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ARTHUR A. BALLANTINE 
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STEPHEN C. CLARK 
The Clark Estates, Inc. 
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Winthrop, Stimson, Putnam 
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ATTENTION ARRESTERS IN TRUST ADS 


“LET YOUR ATTORNEY BE THE JUDGE,” 
advises First National Bank, Atlanta, in 
an ad which discusses how the reader’s 
family can be “taken care of now and 
tomorrow.” In regard to an estate and 
trust program, “your attorney is a good 
friend and his professional advice and 
expert guidance are irreplaceable,” the 
text explains. It mentions the various 





members of “a team of estate planning 
specialists,” and asks the reader to “see 
your attorney today and let him be that 
‘judge’ in the revision or preparation of 
your will.” Two law books and a gavel 
provide appropriate decoration. 


“Congratulations — and don’t forget 
to change your will” begins an ad which 
pictures a briefcase, a box of rice, a box 
of cigars, and a vice president’s desk 
sign. Beneath these the ad continues, 
“Every day, people get married, have 
children, and grandchildren, win pro- 
motions, see their businesses grow or 
their investments develop — and sud- 
denly realize that their wills no longer 
fit their families’ situations.” Hunting- 
ton National Bank, Columbus, offers 
congratulations in case “any one of 
these happy events calls for changes in 
your will,” and offers to help “bring 
your affairs up to date.” 


“Your WILL . why and how to 
have it prepared” heads a First Na- 
tional Bank, Oshkosh, ad which spells 
out its message in five paragraphs 
headed, respectively, “What is a will?”, 
“What does a will accomplish?”, “And 

. if there isn’t a will?”, “Who can 
help you plan your will?”, and “How 
can our trust department serve you?” 
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“And who sent you?” inquires a puz- 
zled man watching a small boy drive up 
at the wheel of a tremendous tractor. 
The question and illustration appear 
in a First Trust Co., St. Paul, ad which 
cites the habit of businessmen to pick 
applicants for a company job on the 
basis of demonstrated qualifications. 
“Yet he frequently does otherwise in his 
personal affairs,” the ad comments, “he 
picks as his executor, and perhaps as 
his trustee, a relative or friend with no 
knowledge or experience in either job.” 


“No one man can handle this job!” 
With this remark about “efficient trust 
administration,” First & American Na- 
tional Bank, Duluth, sets forth its cor- 
porate “years of experience,” and its 
“ability to serve.” Two photos present 
respectively the trust officers and the 
newly remodeled trust department quar- 
ters. 


“Trust Services for Everybody” states 
an ad from Manufacturers National 
Bank, Detroit, ‘illustrated by four pic- 
tures. The largest represents a family 
living room with everybody at home 
from grandma to little junior, and the 
text beneath provides a general state- 
ment of the bank’s trust services, with 
emphasis on the settlement of estates. 
Down the right side of the ad are three 
smaller pictures, each with its paragraph 
of comment. A man and woman play- 
ing shuffle-board appear above a state- 
ment of what investment advisory ser- 
vice will do for you while you travel. 


Beneath the drawing of a girl in her 
room at college is an invitation for small 
trusts, their purposes, how they can be 
established, and the advantages of the 
Common Trust Fund. The third para- 
graph — on estate planning — shows 
husband, wife and trust officer confer- 
ring. Text states, “We offer Estate Plan- 
ning to help you do more with what you 
leave. For example, we shall be glad to 
estimate the cost of settling your estate. 
We may be able to suggest changes in 
your present program to save your fam- 
ily thousands of dollars. This business- 
like service takes into account every 
practical aspect of estate planning, with- 
out cost or obligation. Conferences with 
you and your family attorney are in- 
vited.” 

“Your Will, Too, May Be Old Fash- 


ioned and Out of Date” announces an 


Your Will, Too, May Be 
( 






Old Fashioned ¢ «e<& 


and Out of AQ : 
“ 7 ¥ 7 “ 





Date 


ad of State Bank & Trust Co., Evanston, 
Ill, which pictures an old fashioned 
couple in horse-and-buggy, a conference 
in a modern office, and the bank’s build- 
ing. The text develops the possibilities 
that will open up if one should “Talk 
it over with State Bank.” 





Trust Services for Everybody 


Families, businessmen, people with large and small estates, come to Manufacturers 
National's Trust Department for practical help in doing more for those they want 
to protect with what they leave. One of our most important responsibilities is 
acting as executor in the settlement of estates. We serve large estates, of course— 
but we also serve many that are moderate and small in size. Our trust officers 
have wide knowledge of the various estate situations and problems. They 
specialize in estate and trust work and in the management of investments. 

It costs no more to give your family the added protection of Manufacturers 
National administration. The Bank's fee is the same as an inexperienced friend or 
relative would be entitled to receive. One of us will gladly talk with you and your 
attorney about the many ways we can work for you and your family. 


Manufacturers National Bank 
Penns or Eocvite | 


DETROIT + MIGHLAND PARK + DEARBORN - 


Evening Banking Hours: Fridays until 6 P.M. 


GROSSE POINTE WOODS 


Meche fate fare An eete Cemereten, 





Newspaper ad for month of September. 
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Forums Round-Up 


Finance forums sponsored by the 
General Federation of Women’s Clubs 
have been held in 25 states, and 28 clubs 
have selected family finance and eco- 
nomic security as the main study topic 
for a year, according to a recent issue 
of the Clubwoman. The Federation has 
had as consultants the Association of 
Stock Exchange Firms, the Institute of 
Life Insurance, and the Public Relations 
Council of the American Bankers Asso- 


ciation. At least 428 individual forums. 


have been conducted and some 15,000 
sets of the forum kit have been sent to 
member clubs. These kits include copies 
of Trust Service for You, A Woman and 
Her Bank, and What Women Should 
Know About ‘Personal Financial Plan- 
ning,’ which were obtained from the 


A.B.A, 


A series of four finance forums for 
women, sponsored by American Nation- 
al Bank of St. Paul, will commence on 
October 6, featuring an entirely differ- 
ent panel of authorities from those which 
appeared in the series begun by the bank 
in 1951. The opening session on “Cur- 
rent Trends in our Economy” will be ad- 
dressed by Dr. John Buttrick of the 


School of Business Administration facul- 


TRUST 
DEVELOPMENT 
PLANS 


REPRINTS of articles in 
Trusts and Estates make excel- 
lent mailing pieces for trust de- 
partment distribution. Key ar- 
ticles on taxes and estate plan- 
ning have been used extensively 
to establish and maintain con- 
tacts with customers, prospects 
and their advisers. 


ESTATE DIGEST is an 
eight-page monthly pamphlet 
devoted to estate planning tech- 
niques, case digests and brief 
articles on trust services for dis- 
tribution to attorneys, life under- 
writers, accountants and other 
technicians. 


TO HAVE AND TO HOLD 
offers practical observations on 
estate creation and conservation 
for trust customers and pros- 
pects in an attractive, four-page 
format each month. 


FULL DETAILS ON REQUEST 


FIDUCIARY PUBLISHERS, Inc. 
50 East 42nd St.. New York 17 


ty, University of Minnesota. At the sec- 
ond session, “What Every Woman 
Should Know About Real Estate” will 
be presented a St. Paul realtor, Newell 
N. Nelson. The subject of investments 
will be discussed at the third meeting 
by O. Paul Decker, vice president and 
investment committee chairman of Amer- 
ican National Bank & Trust Co., Chi- 
cago. The final session, devoted to the 
subject of wills, and addressed by Hor- 
ace R. Hensen, St. Paul attorney and a 
director of the bank, will be repeated 
for men on the following night. 


A A A 


Trust Company of Georgia 


Conducts Television Program 


A television program consisting of 
the March of Time with spot advertis- 
ing of the Trust Company’s services is 
currently being sponsored by the Trust 
Company of Georgia in Atlanta. One of 
the trust ads already used emphasizes 
at the beginning of the program the 
desirability of will revision, and near 
the close points out that the Trust Com- 
pany can help “to safeguard your fam- 
ily’s future.” The information is given 
by a single announcer seated at a desk, 
and it is phrased in simple, direct state- 
ments. A booklet is offered on request. 
Television techniques make it possible to 
show the booklet in a close-up and to 
present the bank’s telephone number and 
mail address on a slide at the same time 
the announcer is speaking of them. 


The booklet — “What every family 
knows . . . or should learn” — is an 
attractive 7” x 10” affair of 16 pages, 
in two colors. It presents the family con- 
ference in which a businessman explains 
to his wife, son and daughter, what ar- 
rangements he is making in his will, 
and why. “Mr. Smith” answers the ques- 
tions of the others and quotes figures 
regarding the tax savings on his own 


estate, typical charges by the Trust 
Company, and taxes (Federal and 
Georgia) on various sizes of estates 
from $65,000 to $5,000,000. The last 
five pages are written directly to the 
reader and explain how to plan an 
estate, what one receives in return for 
the executor and trustee fees, and what 
are the major duties of a trustee and an 


executor. 
a & & 


Bank Host to C.L.U.’s 


Girard Trust Corn Exchange Bank, 
Philadelphia, played host to more than 
175 prospective candidates for The 
Chartered Life Underwriters’ designa- 
tion, at a luncheon meeting at The 
Bellevue Stratford on September 16. 
The purpose of the luncheon was to 
acquaint life insurance men and women 
with the aims and purposes of the 
C.L.U. program; to assist them in en- 
rolling in the study courses and to 
underscore the importance of the under- 
writers’ place on the estate planning 
team. 


Speakers included A. Douglas Oliver 
and Robert E. MacDougall, vice presi 
dents of the bank and Dr. Davis W. 
Gregg, Dean of the American College 
of Life Underwriters. 

A AA 


Union Bank of Los Angeles 
Wins Advertising Award 


Union Bank & Trust Co. of Los An- 
geles has been accorded a certificate of 
award for “exceptional merit” by the 
Pacific Coast Division of the American 
Newspaper Publishers Association for 
a series of advertisements on the theme 
of “The Businessman’s Bank.” These 
appeared in Los Angeles metropolitan 
newspapers during the past year. The 
award was presented at a recent meet- 
ing of the Advertising Club to Rod 


Maclean, assistant vice president. 








In San Francisco 


AMERICAN 


rRUST 
COMPANY 


and throughout Northern 
California, we provide 
complete trust service. 
We invite your inquiry. 


BANKING 


Since 1854 





TRUST 
DEPARTMENT 


Deposits in excess of $1,000,000,000 


464 California Street, San Francisco « 


Member Federal Deposit Insurance Corporation 
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CAPITALABOR TEAM 


CORPORATE DIRECTOR STUDIES 


More corporations are placing their 
directors’ compensation on a retainer 
basis, according to a study recently com- 
pleted by the National Industrial Con- 
ference Board. Of 233 manufacturing 
corporations surveyed 6% used this 
method of compensation in 1938, 8% in 
1945, 10% in 1950 and 22% in 1953. In 
half of the companies the amount ranges 
from $1,000 a year to $2,500, but in 
others the retainer is $5,000. Many com- 
panies also pay a fee for attendance, 
running from a minimum of $20 up to 
$500 in one company. A third of the 
cooperating companies paid directors’ 
fees of $100, and seven out of eight re- 
imburse directors for expenses incurred 
in attending meetings. 


Two thirds of the companies do not 
pay officer directors any extra compen- 
sation for board service. Of the others 
one in four pays a smaller amount than 
to outside directors. 


Seven and nine-man boards occurred 
most frequently, but the number of di- 
rectors varies from three to thirty-one. 
Monthly board meetings are the rule. 


In the majority of boards both com- 
pany management and outside interests 
are represented. Many companies indi- 
cate a desire to achieve a balanced board, 
with representation of: company man- 
agement; otuside interests; large owner- 
ship interests; and experts in general 
management. 


Approximately one out of five direc- 
tors is, or represents, a substantial share- 
holder, but holdings of the average direc- 
tor are relatively small, and owning 
stock is seldom a prerequiste to serving 
on the board. Women directors were 
present on ten boards in most instances 
representing substantial stockholdings. 

Nearly 50% of the directors have 
served ten years or more, and nearly one 


out of five twenty years or more. The 
average age of board members falls be- 
tween 56 and 60 years for more than 
half of the 233 companies surveyed. 


The retirement of inside directors is 
ordinarily provided for in company pen- 
sion and retirement plans, but retirement 
plans for outside directors are the ex- 
ception to the rule. In a few instances, 
company compulsory retirement plans do 
apply to the entire directorate, but no 
instance of pensions for directors was 
reported. 


SEMINARS FOR EXECUTIVES 


The 20-week fall program of seminars 
conducted by the American Management 
Association from August 10, 1953 
through January 27, 1954 includes a 
variety of topics under each of these 
heads: Financial, General Management, 
Insurance, Office Management, and Per- 
sonnel. 


Each seminar is limited to 15 execu- 
tives under the guidance of a leader and 
one or more associates, with a minimum 
of prepared material and a maximum 
of attention to the background of the 
participants. Those who attend should 
have enough experience to understand 
the general subject and be able to take 
some part in the discussion. These off- 
the-record sessions offer opportunity to 
gain solutions to specific problems, a new 
“twist” adaptable to one’s own company, 
or an increased sensitivity to trends and 
new developments, as well as stimulating 
comparison and associating with fellow- 
executives. 


Most sessions are held at A.M.A.’s 
Management Center in New York, others 
in Chicago or Detroit. 


MANAGEMENT-LABOR HANDBOOK 


The latest information on personnel 
practices, wage rates, insurance costs 
and wage settlements summarized from 
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1894-1953 


a survey of 333 employers in greater 
Cleveland who represent almost 90% of 
the city’s manufacturing force and em- 
ploy a total of 206,000 men and women, 
are now available in the 1953 edition of 
the Management-Labor Relations Hand- 
book prepared by the Associated Indus- 
tries of Cleveland. 


New sections have been added this year 
that present the going rates on 266 in- 
dustrial jobs and that give a handy index 
to the cost of group life, sickness and ac- 
cident, surgical, accidental death and hos- 
pitalization insurance. 


The report shows that never before in 
the space of a three year period has or- 
ganized labor made similar gains in the 
area of wages and fringes. The majority 
of companies in the country gave all the 
wage increases permissible under WSB 
regulations, but it is in the area of the 
“extras” that really amazing changes de- 
veloped. 


A unique feature of the 1953 report 
is the chart which shows the normal in- 
dustrial relations growth of an industrial 
plant, based on an analysis of 300 firms 
in five size groups. It reveals, for exam- 
ple, that concerns with less than 50 peo- 
ple are largely non-union; the drive for 
union organization usually takes place 
when a company is in the 50-100 cate- 
gory; but a personnel director is usually 
not hired until the payroll number be- 
tween 100 and 500, generally about 250. 
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Corporate Ad of Month 


Continuing its series “in the interest 
of truth and understanding” concerning 
the relation between big businesses and 
small ones, Basic Refractories develops 
the theme: “Banks are Big Business, 
Too. It That Bad?” Four illustrations 
and accompanying text explain that in 
raising wheat, expanding steel-making 
capacity, constructing apartment houses, 
and building suburban shopping centers, 
it is the bigness of the banks, or groups 
of banks, that makes the financing pos- 
sible, even though small ones participate 
in the process. 


Books on economics often complicate 
the subject by using confusing phrases 
that obscure the simple truths. In con- 
trast, the DoAll Co. of Des Plaines, IIl., 
has brought forth a very simple ad 
consisting of four panels, the first repre- 
senting Man’s Material Welfare, which 
is presented as equal to the other three 
which are: Natural Resources added to 
Human Energy and multiplied by Tools. 
Caption for the illustrated panels are: 
1) Our workers have gained more 
wealth simply because they produce 
more wealth through modern tools and 
methods which multiply their strength; 
2) Natural resources are useless to man- 
kind until conveyed or converted into 
useful goods and services: 3) This 
represents mental effort and muscular 
energy; 4) Today, each worker has at 
his command the power of enormous, 
mechanical energy and productive tools 
to enrich his life. This subject is a 
natural for a that makes 
machines. 


company 


The philosophy which underlies ad- 
vertising of this kind is itself expressed 
in an ad by Norfolk and Western Rail- 
way entitled “You needn’t be ashamed 
of being afraid in the dark, son. . .” 
Comparing the child’s experience with 
that of civilization, since “the world has 
lost lots of good things in the dark- 








Banks are Big Business, too 
Is that bad? 


First let’s see what a Big Bank can do that a Small Bank can’t 








Basic Refractories Incorporated © 045 WANNA BUILDING, CLEVELAND 15, OMIO 


Evet ats ie Comede: REFRACTORIES ENGINEERING AND SUPPLIES, LTD., Hawsiten sad Montreat 





ness,” the emphasis of this ad is upon 
the individual’s responsibility, which 
the program of economics advertising 
by corporations helps him to fulfill. 


A A A 


Realty for Pensions 


(Continued from page 650) 


to a considerable degree by protective 
measures already worked out in sale- 
leaseback transactions. Let us consider, 
for example, the case of an office build- 
ing owned by a corporation, an indi- 
vidual, or a syndicate, all in the higher 
tax brackets, which is held for $7 
million, subject to an outstanding first 
mortgage of $3,650,000. A cash invest- 
ment by the pension fund of $800,000, 
plus a purchase money second mortgage 
of $2,550,000, completes the transac- 
tion financially. The seller and buyer 
then enter into a contract whereby the 
seller agrees to manage the property 





Offering complete trust service 
including ancillary administration. 
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National 
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for the life of the second mortgage, 
paying to the buyer entire net earnings 
after operating expenses, taxes, mort. 
gage interest and amortization, this 
amount to be applied to reimbursement 
of the cash investment, which is esti. 
mated to be recovered, in this instance, 
within four years maximum. There. 
after, 90% of the net is to be applied 
to retirement of the purchase money 
mortgage and the 10% balance paid to 
the pension fund. This obligation 
should be retired in a 12-15 year period 
and the fund then remains the owner 
of the equity in a sound property. Man.- 
agement may be continued as the owner 
elects. 


There are advantages for both buyer 
and seller under such an arrangement 
as the seller stretches out his capital 
gain period and can afford to sell at a 
lower price and still realize more in net 
than if he sold at a higher price for all 
cash and had to pay a lump sum capi- 
tal gains tax in one vear. The buyer 
makes a comparatively small cash com- 
mitment, closes the deal at an advan- 
tageous price, and establishes in a rela- 
tively short period a substantial and 
growing equity with substantial income 
after his cash outlay is repaid. This 
operation is not hypothetical but is an 
actual case from our records. While 
such transactions are not entered into 
as overnight affairs, in case of need 
the property can always be resold, if 
the proposition is fundamentally sound. 
through responsible real estate channels. 


The second is based on the issue of 
stock, bonds or participation certificates 
against the real estate. Thus mortgage 
loans combined with a stock interest in 
the owning corporation or real estate 
bonds or _ participation certificates 
might be a means of increasing returns 
on pension funds’ real estate portfolios 
i,% over current rates. 

Use of such financing methods and. 
in general, adoption of any real estate 
investment program, should only _ be 
after thorough examination. The first 
step of pension fund trustees should be 
to seek professional advice before mak- 
ing firm commitments. 


A general awareness on the part of 
pension fund managers that theirs is 
an enormously large and powerful in- 
vestment pool which should seek 4 
broadened investment horizon would 
be salutary. When this mental change 
has occurred, real estate will find its 
place in pension fund plans as a matter 
of course. No large portfolio is ever 
complete without it. 
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A View of Relationships 


FOUNDATIONS AND THE COMMUNITY TRUST 


EDWARD L. RYERSON 


Chairman, National Committee on Foundations and Trusts for Community Welfare, Chicago 


DECISION AS TO WHETHER A 


HE 
| aac shall choose the local 


community trust to administer some of 
its charitable gifts and whether and on 
what conditions the local community 
trust shall accept the responsibility needs 
to be considered with reference to the 
long term interests of both institutions. 
Taking the corporation first: 


My present inclination is to doubt that 
corporations should carry out their 
charitable giving through a local com- 
munity trust. There may well be excep- 
tions, particularly in smaller communi- 
ties, where this can be done satisfactor- 
ily, but in general I think it doubtful for 
these reasons: 


1. The identity of the corporation as 
the donor may be obscured if the gift is 
made through a community trust rather 
than directly. It seems important to me 
that the corporation be directly identi- 
fied with and responsible for its charit- 
able contributions. 


2. From my experience with the In- 
land Steel Foundation, I am impressed 
with the importance of having the offi- 
cers of the company become familiar 
with the health and welfare needs of the 
community by being obliged to study 
and analyze the requests which come to 
the Foundation. This valuable education 
in responsible citizenship would be 
largely lost if the task of making decis- 
ions on our charitable gifts were dele- 
gated to a community trust. 


Looking at the question from the point 
of view of what is best for the commun- 
ity trust: 


The success of a community trust de- 
pends to a large extent on its being iden- 
tified in the public mind as an indepen- 
dent philanthropic institution with an 
identity and personality of its own. They 
will not generally succeed if they are 
regarded as mere adjuncts of the local 
banks, and I doubt that they will thrive 
if they are looked upon as hand-maidens 
of local corporations. It is undoubtedly 


—— 





_Address before 1953 annual meeting of the Na- 
tional Committee. 
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very tempting for a young community 
trust to solicit corporate gifts, but this is 
likely to inhibit its development as an 
independent institution. I think it is also 
possible that fewer individual donors 
would be attracted to a community trust 


of this kind. 


My suggestion as to the best way for 
corporations to help establish a strong 
local community trust is for them to 
make generous contributions toward its 
administrative expenses during its early 
years. Money for this purpose is almost 
always a problem when a new commun- 
ity trust is launched, and corporations 
could render a real service by sharing 
in this expense. The corporation might 
also use the community trust from time 
to time to administer gifts for special 
purposes, particularly where impartial 
selection of beneficiaries or careful 
supervision may be required. 


Family Foundations and Community 
Trust 


The central question here is whether 
community trusts should offer to act as 
agents or administrators for individuals 
contemplating establishing family foun- 
dations, i.e., encourage them to use the 
community trust rather than establish 
their own foundation. 


There has been a great rash of family 
foundations in recent years, some of 
which are very well administered and 
doing good work; however, I am afraid 
that a much larger number are being 
administered in a fairly capricious and 
amateur manner and not accomplishing 
a great deal. Most of them are too small 
to afford an executive, and ordinarily 
have no policies to guide them, with the 
result that they do a lot of random giv- 
ing. 

It is undoubtedly true that the local 
community trust could do a much better 
job for them. Before pursuing that kind 
of “business” too vigorously, however, it 
would be well to look at some of the 
problems which can be anticipated. 


An individual or family setting up a 
trust within a community trust will prop- 
erly want to have some say about the 


institutions and interests they wish to see 
supported. If these favored organizations 
are designated in the trust instrument 
and made known beforehand, there need 
be no problem. If, as is more likely to be 
the case, the donor wishes to make his 
designations from time to time after the 
trust has been established, there is the 
possibility of the donor’s recommenda- 
tion being in conflict with the best judg- 
ment of the Distribution Committee. 
This might take the form of recommend- 
ing appropriations to organizations of a 
highly controversial nature or to insti- 
tutions which are sub-standard. Here the 
size and complexity of the welfare struc- 
ture of the community and the personal- 
ity and character of the donor need to be 
taken into account before making a de- 
cision as to policy. 


There are two other ways in which the 
local community trust may assist family 
foundations. The first is by friendly, in- 
formal cooperation — the community 
trust making its information in the way 
of statistics, surveys, etc. available to the 
family foundations. 


The second way is by serving as the 
eventual harbor into which some of the 
family foundations can be guided or 
steered after the members of the family 
have died or lost interest. The problem 
of finding satisfactory successor trustees 
is going to be common and a well organ- 
ized local community trust will be the 
logical answer. I am told that in Chicago 
lawyers are increasingly making provis- 
ion when they set up a family foundation 
that the fund is eventually to be turned 
over to the community trust. 


The fundamental problems involved 
in relationships between corporate foun- 
dations and family foundations on the 
one hand and community trusts on the 
other are similar if not identical. In any 
case the community trust wants to be 
helpful, and its help, as a community 
service, should be freely offered. In 
many instances the community trust may 
become the conservator and active ad- 
ministrator of these special foundation 
funds and this again may be a very im- 
portant community service. 
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ARIZONA 
Phoenix Grant W. Hoel appointed asst. trust 
FIRST officer in connection with trust devel- 


NATIONAL BANK opment activities. 


CALIFORNIA 


Ezra M. Carlisle and Joseph V. Dillon 
elected trust officers in the main office. 


Los Angeles 
BANK OF AMERICA 
N.T. & S.A. 


Los Angeles-Pasadena At Los Angeles: Colin O. MacNeill 
SECURITY-FIRST named trust officer; Clinton J. Hen- 
NATIONAL BANK derson and Dickson F. Sroufe, asst. 

trust officers. At Pasadena: Harold A. 

Hardin, George W. Herman and Merle R. Unthank named 

trust officers. 


Los Angeles 
UNION BANK & 
TrRustT Co. 


Robert E. Fairfax assigned to the 
probate division, having recently re- 
signed from the trust administration 
department of Harris Trust & Sav- 
INGS BANK, Chicago, where he specialized in probate ac- 
countings. He replaces William E. Nelson, former trust ad- 
ministrator of Union, now assigned to the legal staff. 


Lawrence E. Hoskins elected asst. 
trust officer. With the bank since 1938, 
Hoskins has been in charge of the 
statistical department since 1946. 


San Diego 
SAN D1eGo TRUST 
& SAVINGS BANK 


San Francisco 
AMERICAN 
Trust Co. 


Lester B. Johnson, advertising man- 
ager, received the additional title of 
assistant vice president. 


San Francisco 
BANK OF 
CALIFORNIA N.A. 


Ralph C. Whitsett, Jr., elected vice 
president and trust officer effective 
October 1. On November 30, he will 
succeed C. Nelson Hackett as head of 
the trust department on Hackett’s retirement under the bank’s 
compulsory plan. 


Whitsett graduated from Pinceton in 1928, and joined 
National Bank in Detroit in 1936 as a security analyst, where 
he has been until recently, more lately as vice president and 
trust officer. 


COLORADO 
Denver Bruce M. Rockwell elected manager of 
COLORADO advertising, public relations and busi- 


NATIONAL BANK 


ness development. 


ADMINISTRATIVE 
NEW BUSINESS MAN WANTED 


Progressive bank in mid-western city is 
looking for an experienced trust executive 
in his late 30’s or early 40’s with estate 
planning, new business and trust adminis- 
trative background. Excellent opportunity 
to head department in a few years. Give 
full information stating business and edu- 
cational background. 


Box H-39-1, Trusts and Estates 
50 East 42nd St., New York 17 





Wilmington 





JOSEPH RHOADS 








TRUST PERSONNEL CHANGES 


CONNECTICUT 


Samuel S. Rodman retired August | 
as vice president. He has handled the 
investment portfolio of the bank since 
1943. 


Hartford 
HARTFORD-CON NEC- 
TICUT TRUST Co. 


DELAWARE 


Georgetown At the Georgetown branch, Harold 
FARMERS BANK OF OD. Hatfield was promoted to asst. vice 
STATE OF DELAWARE president and trust officer. 


Wilmington Edward A. McGovern, trust officer 
EQUITABLE for the past 10 years, retired under 
TRUST Co. the provisions of the bank’s pension 


plan. He will join the law firm of 
Young & Blood in Wilmington. 


Wilmington Advancements in the trust department 
WILMINGTON were: Joseph Rhoads to vice presi- 
TRUST Co. dent; George P. Bissell, Jr. and 


Walter O. Mertz (former asst. trust 
officers) to asst. vice presidents; William W. Geddes (former 
assistant secretary) to asst. vice president; Joseph Y. Jeanes, 
Norman M. Lack and David Lindsay, III (former asst. trust 
officers) to trust officers; Willard B. McConnell (former as- 
sistant secretary) to trust officer; and Luman Beitler, Rita 
B. Harney and William B. Turnbull appointed assistant secre- 
taries. 


ILLINOIS 
Chicago George L. Emrich, Jr., and Glenn M. 
CHICAGO TITLE Trumbo elected vice presidents. En- 
& Trust Co. rich, formerly trust officer and asst. 


vice president, joined Chicago Title in 
1947 to head the trust division’s investment Counsel service. 
He is treasurer of the Investment Analysts Society of Chicago. 
Trumbo has been with the company since 1929, and since 
1945 has had responsibility (as asst. vice president) for the 
investment research department. A past president of the 
Investment Analysts Society of Chicago, he is a member of 
the National Committee on Corporate Information. 


Chicago Elmer A. Degen appointed assistant 
CONTINENTAL secretary to the second vice president 
ILLINOIS in the trust department. 


NATIONAL BANK 


Harry G. Duntemann, assistant cash- 
ier and advertising manager, retired 
under the bank’s retirement plan on 
September first. Entering the bank in 


Chicago 
FIRST 
NATIONAL BANK 




















THOMAS GRANT, JR. 
Charlotte, N. C. 


GEORGE L. EMRICH, JR. 


GLENN M. TRUMBO 
i Chicago 
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1911, as a messenger, he was assigned to advertising in 1920 
and became manager in 1944. 


(See Los Angeles, Cal., Union Bank & 
Trust Co.) 


Chicago 
HARRIS TRUST & 
SAVINGS BANK 


Rock Island 
First NATIONAL 
BANK 


Arthur B. Sheets appointed asst. trust 
officer. Engaged in trust work with 
the bank from 1946 to 1951, he then 
served in the Navy and returned to 
First National in April. 


Bedford 
BEDFORD 
NATIONAL BANK 


D. W. McNabb, vice president and 
trust officer, succeeds the late W. E. 
Clark as president. 


INDIANA 
Indianapolis Francis J. Moore elected vice presi- 
FIDELITY dent. A life member of the National 
TRUST Co. Association of Bank Supervisors of 


State Banks and Trust Companies, 
Moore was at one time Indiana Commissioner of the State 
Banks and Trust Companies, and senior examiner for the 
Indiana Department of Financial Institutions. 


Cornelius J. Alig, Jr., and Laverne J. 
Bowden promoted to assistant cashiers 
in the trust department. 


Indianapolis 
INDIANA 
NATIONAL BANK 


KANSAS 
Salina Hugh H. Monahan, formerly cashier 
FARMERS and asst. trust officer, elected vice 


NATIONAL BANK president succeeding Charles T. Smith, 


retired. 


MICHIGAN 
Detroit David D. Williams, assistant vice 
NATIONAL BANK president, appointed officer in charge 
OF DETROIT of the investment division of the 


bank’s trust department, succeeding 
Ralph C. Whitsett, Jr. (See San Francisco, Bank of Cali- 
fornia N.A.) 


MISSISSIPPI 
Corinth Robert L. Shirley promoted to asst. 
SECURITY vice president and retains his title 
BANK of asst. trust officer; Liddon McPeters 


named executive vice president and 
retains his trust officership. 


NEW JERSEY 


Robert E. Tuttle elevated to vice 
president, in addition to his present 
title of cashier and trust officer. 


Roselle 
FIRST 
NATIONAL BANK 


NEW YORK 
New York Ralph F. Leach appointed treasurer. 
GUARANTY Former Chief of the Government Fi- 
Trust Co. nance Section, Division of Research 


and Statistics of the Board of Gover- 
nors of the Federal Reserve System, and formerly with Val- 
ley National Bank, Phoenix, Arizona. 


New York John P: Stampfel appointed asst. trust 
MANUFACTURERS officer. 
Trust Co. omg 9S SF 
Walden See Wichita Falls, Texas. 





Sowing Georgians Since 4894 as 


EXECUTOR ¢ TRUSTEE * ADMINISTRATOR *« GUARDIAN «+ AGENT 


TRUST COMPANY 





OF GEORGIA 


ATLANTA, GEORGIA 


Georgias Largest rust Grstitution 





Augusta: THE FIRST NATIONAL BANK 
& TRUST COMPANY 


Columbus: THE FOURTH 
NATIONAL BANK 


Macon: THE FIRST NATIONAL BANK 
& TRUST COMPANY 


AFFILIATED BANKS 


Savannah: THE LIBERTY NATIONAL BANK 
& TRUST COMPANY 


Rome: THE FIRST 
NATIONAL BANK 


MEMBERS: FEDERAL DEPOSIT INSVRANCE COPPORSTION © FEDERAL RESERVE SYSTEM 


—_— 
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Albert J. Schmidt advanced to asst. 
vice president and asst. trust officer 
in the mortgage and trust department; 
James E. Moore appointed asst. trust 


Syracuse 
LINCOLN 
NATIONAL BANK 


officer. 

Troy Harold E. Schoonmaker elected asst. 
NATIONAL trust officer, and Winifred N. Smith 
City BANK resigned as trust officer. Schoonmaker 


was formerly an assistant trust ex- 
aminer of the Federal Reserve Bank of Philadelphia. 


NorTH CAROLINA 


Thomas Grant, Jr., elected vice presi- 
dent and trust officer. Formerly tax 
counselor for the law firm of Danzan- 
sky and Dickey of Washington, D. C., 
Grant has specialized in taxes and estate planning. From 
1935 until 1948 he was with Union Trust Co. of the District 
of Columbia, in charge of the tax division of the trust de- 
partment. 


Charlotte 
UNION 
NATIONAL BANK 


A lecturer at New York University on Federal Taxes, and 
instructor for the American Institute of Banking in Trust 
Business I and II, Washington D. C. Chapter, Grant has also 
contributed to J. K. Lasser’s Estate Tax Handbook. 


C. E. Scott, Jr., heads the new trust 
department at the bank. Scott has 


Winston-Salem 
City NATIONAL 


BANK been with City National 17 years, re- 
cently as cashier and auditor. 
NoRTH DAKOTA 
Fargo Adrian O. McLellan, vice president 
MERCHANTS and trust officer, became president of 
NATIONAL BANK the bank following the resignation of 
& Trust Co. Clarke Bassett, who became vice presi- 


dent of First NATIONAL BANK, Min- 
neapolis. McClellan joined Merchants National in 1939 as 
asst. trust officer, and in 1942 became a special agent for the 
FBI, later serving in the Navy. He rejoined the bank in 1946, 
and in 1951 was elected a State Representative. 


OHIO 
Cleveland Frank T. Nicklawsky appointed tax 
NATIONAL analyst in the trust department. A 
City BANK graduate of Cleveland-Marshall School 


of Law and a member of the Ohio 
State and Cleveland Bar associations, Nicklawsky served since 
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New cafeteria and lounge for officers and employees of First National Bank, Tampa, which 
has received enthusiastic support from all bank personnel. 





1949 as technical advisor in the Appellate Division of the 
Bureau of Internal Revenue in Cleveland. 


Toledo Philip P. Brooks, Jr., named asst. vice 
OHIO CITIZENS president and trust investment officer 
TRUST Co. in charge of the investment division 


of the trust department. A graduate 
of Dartmouth College, Brooks also holds a degree of Master 
of Commercial Science from Tuck School of Business Ad. 
ministration. He comes from the Royal-Liverpool Insurance 
Group, New York, where he served as Investment Analyst. 


OREGON 
Portland Charles B. Lovett resigned as asst, 
FIRST trust officer to enter the private prac- 


NATIONAL BANK tice of law with Eben & Nahhstoll. 


PENNSYLVANIA 


Meadville 
MERCHANTS NATL. 
BANK & Trust Co. 


In a reorganization of the trust de. 
partment, William F. Hoke named 
asst. trust officer; N. A. Yeager ad. 
vanced to associate trust officer; John 
N. Bainer, president and trust officer, remaining as head of 
the trust department. Hoke was previously asst. trust officer 
of NATIONAL BANK OF CHESTER CoUNTY & TRUST Co., West 
Chester, Pa. 


Reading Carl L. N. Erdman elected assistant 
BERKS COUNTY to the president, with responsibility 
TRUST Co. to assist him in filling the bank’s 


obligation in community affairs, pub- 
lic relations, advertising and management of personnel. He 
is a graduate of Dartmouth with a B.A. degree in Economics. 


Washington 

& Pittsburgh 
MELLON NATIONAL 
BANK & Trust Co. 


Charles W. Campbell, trust assistant 
in the Pittsburgh office, transferred 
to serve with Samuel M. Linduff, trust 
officer in the Washington office. 


TEXAS 


Wichita Falls 
CiTY NATIONAL 


Daniel S. Frolen elected trust officer; 
formerly chairman, president and 


BANK trust officer of First NATIONAL BANK, 
Walden, New York. 
VIRGINIA 
Roanoke Storer P. Ware, Jr., named asst. trust 
MOUNTAIN officer. A graduate of Harvard, Ware 
TRUST BANK was trained at Bankers Trust Co. and 


Guaranty Trust Co. in New York. He 
has been in the insurance business in Roanoke since 1950. 


A A A 


eal FIDUCIARY ASSOCIATIONS 
a: F ELECT NEW 
. OFFICERS 
Southern California Trust Officers As- 
sociation: 


President: Charles F. Kassebaum, as 
sistant vice president and trust officer in 
charge of the trust department of First 
Trust & Savings Bank, Pasadena 


Sec.-Treas.: Lawrence Rentsch, vice 
president, California Trust Co., Lo 
Angeles 


Trust Commiitee, Indiana Bankers Ass0- 
ciation: 
Chairman: B. B. Clark, vice president 
and trust officer, Gary National Bank 
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CHANGE OF NAME and 
BANK MERGERS 


Little Rock, Ark.—PEOPLES NATIONAL 
BANK will change its name to the First 
NATIONAL BANK, on approval by share- 
holders. Permission has been granted by 
the Comptroller of the Currency. 


New London & Hartford, Conn. — 
Merger of the NATIONAL BANK OF COoM- 
MERCE, New London, and the NEw Lon- 
poN CITY NATIONAL BANK, into the 
HARTFORD NATIONAL BANK & TRusST Co. 
became effective August 1. Trust accounts 
of the two New London banks now exceed 
$6 million and it is expected that this 
move will be advantageous in that it will 
afford the experience and resources of the 
Hartford National in expanding them 
as branches. 

Binghamton, Cortland, Elmira & John- 
son City, N. Y.—Application has been 
made for the merger of the following in- 
stitutions by the Marine Midland Cor- 
poration, to be known as MARINE MID- 
LAND TRUST Co. OF SOUTHERN NEW 
YorK: MARINE MIDLAND TRUST Co. OF 
BINGHAMTON AND CORTLAND; WORKERS 
Trust Co., JOHNSON CITY; and ELMIRA 
BANK & TrRuST Co. 


Cleveland, Ohio—The proposal for con- 
solidation of UNION BANK OF COMMERCE 
and the CENTRAL NATIONAL BANK has 
been dropped by mutual consent. This 
was previously reported as being con- 
sidered (p. 540 July ’53). ° 


A A A 
IN MEMORIAM 


JUDGE CARROLL S. CHAPLIN, a direc- 
tor and counsel of the trust department 
of NATIONAL BANK OF COMMERCE, Port- 
land; Maine legal editor of T&E since 
1936. 


JOHN S. LANGLEY, former vice presi- 
dent and trust officer of CITIZENS NA- 
TIONAL BANK, Emporia, Kansas. 

CARL A. MILLER, senior vice president 
in charge of advertising and public rela- 
tions, InvinGc Trust Co., New York. 

A. J. ROBILLARD, trust officer of BANK 
OF AMERICA, N.T. & S.A., Los Angeles. 


ARTHUR LINCOLN SMITH, former trust 
officer of SECOND NATIONAL BANK, Rich- 
mond, Indiana. 


Frep M. STAKER, retired vice president 
who had been in charge of new business 


at COMMERCE TRUST Co., Kansas City, 
Mo. 


WANTED 
SECURITY ANALYST 


Progressive Pittsburgh bank seeks young 


Security analyst for position in Trust In- 
vestment Department. Business school 
training i in security analysis or its equiva- 
lent in practical experience is essential. 


Box H-39-2, Trusts and Estates 
50 East 42nd St., New York 17 
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TRUST 
EMPLOYMENT EXCHANGE » 


DODODOODOODOODOOPODODPODPOPOPPPPPPD 


DOODOOD 





Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


Trust executive with new business and 
administrative experience is sought by 
mid-western bank, ultimately to head de- 
partment. See ad H-39-1 on page 666. 


Security analyst wanted by Pittsburgh 
bank for trust investment work. See ad 
H-39-2 on this page. 


Attorney, 43, former California law 
school dean, teacher of trusts, estates 
and wills with seventeen years experi- 
ence as counsel to investment depart- 
ment of life insurance company, desires 
administrative position with bank, trust 
company or financial institution prefer- 
ably, but not necessarily, on Pacific 
Coast. 39-3. 


Trust officer, 34, with business admin- 
istration degree and special experience 
in corporate trusts and familiarity with 
management of oil, farm, residential and 
commercial properties, is available for 
progressive trust institution. 39-4. 


Well qualified attorney, with 12 years 
heavy legal experience including estate 
planning, administration, taxes, wills, 
trusts, business law and knowledge of 
accounting, desires responsible position 
with trust or other financial institution. 
38-2 

A A A 


Wolfe Joins A.B.A. 
Trust Division 


Joseph H. Wolfe, 
for the past three 
years executive 
secretary of North 
Carolina Bankers 
Association will 
become assistant 
secretary of the 
American Bankers 
Association Trust 

* Division and assis- 
tant to Executive Manager, Merle E. 
Selecman. Mr. Wolfe will assume his new 
duties at the New York headquarters of 
the A.B.A. this fall. 


Mr. Wolfe has been on the faculty of 
the Law School of Washington and Lee 
University, associate professor of busi- 
ness law at the University of Georgia and 
lecturer in business law at the University 
of Michigan. 





JosEPH H. WOLFE 


TRUST COUNCIL ELECTIONS 
Albany (Ga.) Estate Planning Council: 


President: Abner Israel, Esq. 

Vice Pres.: Hoyt Edge, vice president, 
Citizens & Southern Bank 

Secretary: Byron Godwin, CPA 


Treasurer: Fred Darby, Northwestern 
Mutual Insurance Co. 


Pitisburgh Life Insurance and Trust 
Council: 


President: Frank C. Wigginton, CLU, 
Bankers Life Co. of Iowa, Pittsburgh 22 


Vice Pres.: Robert D. Ferguson, vice 
president, Peoples First National Bank 
& Trust Co. 


Sec.-Treas.: Ross S. Edgar, executive 
secretary, Pittsburgh Life Underwriters 
Association, 1415 Clark Building, Pitts- 
burgh 22 


Dallas Estate Council: 


President: Ralph Scott, trust officer, 
Dallas National Bank 
Vice Pres.: Gerald J. Hennessey, trust 


officer, Republic National Bank, and Ed- 
ward B. Winn, Esq., Carrington, Gowan, 
Johnson &-Walker 


Secretary: Wallace P. Metcalfe, Jr., 
trust officer, Texas Bank & Trust Co. 


Treasurer: Paul L. Barr, Accountant, 
Kirby Bldg., Dallas. 
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Philadelphia National Bank 
150 Years Old 


Philadelphia National Bank was born 
on a hot August day in 1803 in a count- 
ing house along the waterfront, where 
John Welsh, prominent merchant and 
fleet owner, had called a meeting of 
leading merchants to discuss the impli- 
cations of the city’s growth. 


Among those who met with Welsh 
were Matthew Lawler, Revolutionary 
War hero and third term Mayor of 
Philadelphia, and George Clymer, who 


signed the Declaration of Independence. 





First Choice for 
Trust Service 
in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and _ line”’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 






On September 19, 1803, little more than 
a month after the initial meeting in the 
counting house, The Philadelphia Bank, 
now the Philadelphia National Bank, 
began operations. 


This 150th anniversary year finds the 
area again in an era of expansion, and 
emphasizes the parallel development of 
the city and bank over a century and a 
half. During that time the Philadelphia 
National, now the oldest and the largest 
bank in the community. has rendered 
many outstanding services. Among these 
were the loans to city. state and Federal 
governments during the War of 1812, 
when the bank was only nine years old. 
Another wartime measure was the 10% 
increase in pay given to the bank’s 
clerks “in consequence of the advanced 
price of the articles of living.” 


Shortly after the war — in January, 
1817 —- the bank published its state- 
ment for the first time. In 13 years 
assets had more than tripled to reach 
a total of $3,330,460, while deposits 
amounted to $671,737. 


Confidence in the institution was 
demonstrated by the United States 
Government in 1842 when the bank was 
made a “depository of the public 
money” and was appointed agent “for 
the payment of pensions in Pennsyl- 
vania.” At that time large quantities of 
specie were being shipped abroad to 
meet the demands of foreign creditors, 
the country was in the second year of 
a serious depression, and financial insti- 
tutions were especially hard hit. These 
appointments were attributed to the 
bank’s determined efforts to maintain 
specie payments. This incident had its 
counterpart 90 years later in the de- 
pression of the 1930’s, during which 
the bank gained in depositors. 


In another period of financial difh- 





culties — the year 1857, which say 
the failure of 40 banks and more tha 
100 business houses — the Philadelphi: 
Clearing House was formed. Thoma 
Robins, president of the Philadelphi; 
Bank, was chosen to be the first presi. 
dent of the new organization. 


When the bank gave up its state 
charter to become a national bank on 
October 25, 1864, the country was in 
its fourth year of the Civil War. Tellers 
and clerks made a formal request to 
the board of directors that in view of 
the changed status of the bank, permis. 
sion be given them to take publicly the 
oath of allegiance to the United States, 


The bank has long played a leading 
part in developing services for corre. 
spondent banks, some of these having 
been initiated the very year the insti- 
tution was organized. Today it has one 
of the largest networks of correspond. 
ent banks, and handles close to half ; 
million checks a day for them. The 
traditions of the foreign division also 
are as old as the bank itself. and it is 
not inaccurate to say that financing 
foreign trade was one of the bank’ 
important functions from the day it 
opened its doors. 


Just two years ago, The Philadelphia 
National announced its entrance into 
the trust field. This new department, 
with facilities for trust and investment 
management for both personal and 
corporate accounts, has been placed in 
the capable hands of vice president 
Robert Coltman. Located in an area 
with a long tradition of fine trustee 
operation, and backed by so strong 3 
bank, the new department has good 
reason to anticipate continued growth 
and success. Its establishment completes 
the rounding out of services of a greal 
financial institution. 
















RICHMOND, VIRGINIA 


BACKED BY S YEARS OF EXPERIENCE 
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Gross Trust Earnings Up in 
New York Banks 


The table below contains trust de- 
partment gross earnings and the insti- 
tutional figures for both operating 
earnings and net profit of New York 
Banks in the first half of 1953 as com- 


pared with the corresponding period 


of 1952. The comparisons are made 
(a) for the state as a whole, (b) for 
the New York City banks alone, and 
(c) for institutions outside of the met- 
ropolis. This information is taken from 
the recently issued six months’ com- 
parative study of the State Banking 
Department. 


(Earnings and profits in millions of dollars) 

Statewide New York City Outside City 

Item 1953 1952 1953 1952 1953 1952 

Number of institutions yaa f 232 43 41 184 191 
Current Operating Earnings 

Trust Department . $1,339 30,326 29,584 28,525 1,755 1,801 

Institutional 296,212 269,073 235,896 217,633 60,316 51,440 

Bank net profits —_......... 60,006 61,692 51,051 53,644 8,955 8,048 





Oregon, Pennsylvania 
Trust Assets Rise 


Trust assets of the three state trust 
institutions in Oregon amounted to 
$19,513,815 at the end of 1952, accord- 
ing to word from Superintendent of 
Banks A. A. Rogers. This represents a 
gain of 16.9% over the 1951 aggregate 
of $16,683,933. 


A gain at the half year in both per- 
sonal and corporate trust assets is re- 
corded in the report of the Pennsylvania 
Department of Banking issued last 
month. The trust departments of state 
banks and trust companies had aggre- 
gate personal trust funds as of June 
30, 1953, amounting to $3,743,117,981, 
representing an increase of $164,759,059 
or 4.6% since the 1952 year-end. Cor- 
porate trusts, which totalled $3,774,- 
208,872 at June 30, had risen $254,- 
201,690 or 7.2% in the same six months, 
placing the corporate trust assets once 
more above the personal trust level. 


A A A 


Richmond, Va.—Virginia O. Valentine 
promotion and advertising manager of 
STATE-PLANTERS BANK & TRUST Co., has 
been named head of the Committee on 
Banking Education and Public Relations 
of the Virginia Bankers Association. This 
is the first time a woman has been 
chosen to head an important committee. 


Fiduciaries Elect 
District of Columbia, Fiduciaries Section 


Chairman: Wm. S. French, Jr., trust 
officer and assistant secretary, American 
Security & Trust Co. 


Vice Pres.: James P. Benfer, Jr., ex- 
ecutive vice president and trust officer, 
Lincoln National Bank. 


Sec.-Treas.: Remick S. Ferguson, as- 
sistant vice president, Washington Loan 
& Trust Co. 


North Carolina Bankers Trust Section 


Chairman: J. Scott Osborne, president, 
First National Bank, Morganton 


1st V. Chm.: Courtney R. Mauzy, vice 
president & trust officer, Wachovia Bank 
& Trust Co., Charlotte 


2nd V.-Chm.: J. Benjamin Bostick, 
trust officer, American Trust Co., Char- 
lotte 


Sec.-Treas.: John J. Mason, executive 
vice president and trust officer, Edge- 
combe Bank & Trust Co., Tarboro. 


Virginia—Commiittee on Trusts 


Chairman: A. L. Shield, vice president 
and trust officer, First National Bank, 
Newport News. 


1 eoneenonien ancillary service for out-of-state attorneys, 


banks, and trust companies. 


If you have customers moving to Florida, we will 
be pleased to provide them with complete Trust service. 


THE ATLANTIC NATIONAL BANK of JACKSONVILLE 


Jacksonville, Florida 
Established 1903 


Member Federal Deposit Insurance Corporation 
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Union Trust Co. of 
Rochester Marks 
Centennial 


Union Trust Co. of Rochester, N. Y., 
reached its hundredth anniversary on 
August 11, marking the event with a 
huge birthday cake at the main office, 
and with floral displays in the manner of 
the 1850’s at all the branches. There was 
no fanfare, and no cessation of “business 
as usual.” President Arthur Hughes com- 
pared the centennial to the rowing of a 
boat . . . “You are looking backward 
while moving forward.” 


When it started on August 11, 1853, 
Union Trust was only a small under- 
taking in limited quarters, but its own 
growth and the absorption of other in- 
stitutions has brought its total resources 
as of July 1, 1953, up to $112 million. 
It is today the oldest commercial bank 
in the city, and an affiliate of the Marine 
Midland Corporation. 


The trust department, which was not 
started until 1897, put down its roots 
slowly in the beginning, but in the last 
five years has more than doubled the 
amount of* personal trust assets under 
administration, standing now at approxi- 
mately $25 million. Heading the depart- 
ment is C. F. Seuffert, vice president and 
trust officer. 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PARKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents - 


MAX BARTHOLET, Secy. & Treas. 
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WHERE THERE'S A WILL 


Ropert A. TAFT, who as United States 
Senator from Ohio came to be known as 
“Mr. Republican,” left a will executed 
on June 12, 1953, two days after his 
physicians told him he was hopelessly 
stricken with the disease that brought 
death to him in the following month. 
All of his personal property he bequeath- 
ed to his wife who is also given the life 
income of a trust valued at 49% of his 
estate, less the personal property and 
life insurance proceeds which are pay- 
able to Mrs. Taft or over which she has 
an absolute power of appointment. Upon 
her death, the principal is to be paid over 
as she may appoint, by specific reference 
to this power. The trustee, Robert Taft, 
Jr., who is-also named executor, is au- 
thorized upon written application of his 
mother, or without such application if 
she is incapacitated, to pay her such 
amounts from principal as in his sole 
judgment may be necessary to support 
her in her customary mode of life if 
other income is insufficient, or to meet 
an emergency. 


If Mrs. Taft fails to appoint the re- 
mainder, it is to be added to the residuary 
trust. The income of this trust is like- 
wise to be paid to her during her life- 
time, but the remainder is to be divided 
among the Senator’s then living issue 
per stirpes. All estate and inheritance 
taxes are payable out of the residue if 
Mrs. Taft elects to take under the will. 


The executor is authorized to make an 
initial distribution to the trustee based 
on valuations used in the Federal estate 
tax return, and thereafter to make addi- 


tional distributions as may be necessary 
based on any increases in valuation of 
the assets for taxes as finally deter- 
mined, but no adjustment in distribution 
to the marital deduction trust shall be 
based on a change in valuation result- 
ing from a claim for refund of estate 
taxes. The executor is further empowered 
to file a joint income tax return with 
Mrs. Taft without requiring any contri- 
bution from her. Full investment discre- 
tion is given to the fiduciaries. 


ALFRED E. HAMILL, retired partner of 
Goldman, Sachs & Co., investment bank- 
ers, left an estate estimated at $500,000, 
naming a son and The First National 
Bank of Chicago as executors and trus- 
tees. Reputed to be the possessor of one 
of the finest working libraries on English 
literature, Mr. Hamill bequeathed all his 
books on calligraphy and related sub- 
jects to the Newberry Library and all 
books on Russian art to the Art Institute 
of Chicago, to each of which he gave 
cash legacies of $20,000. After expressly 
refraining to exercise a power of ap- 
pointment over a trust fund created by 
his father’s will, of which another bank 
is trustee, the testator divided his estate 
into halves. 


Of the first portion, one-third goes to 
each of two sons outright, while the 
other third is to be held in trust for the 
income benefit of a daughter, upon whose 
death the principal is to be distributed 
per stirpes among her heirs-at-law liv- 
ing who are direct descendants of Mr. 
Hamill. The second half is to be held in 
trust to pay his widow the income and 
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so much of the principal as she may re. 
quire for her maintenance and support 
Remaining principal is subject to a gen. 
eral power of appointment. 


DOUGLAS SOUTHALL FREEMAN, Pulitzer 
Prize historian of military heroes ani 
retired editor of “The Richmond (Va.) 
News Leader,” left an estate of ove 
$400,000. He made no bequests to charity 
or education as he had “enjoyed the 
privilege of making contributions to 
those causes for many years, and I wish 
my estate to pass to my widow and chil- 
dren in such form that they too will 
have the means and the pleasure of 
giving ‘as God has prospered them.’” 
The will contains two cash bequests, one 
of $20,000 to Mrs. Freeman and one of 
$5,000 to the noted biographer’s secre. 
tary, which was revoked by a second 
codicil seven years later because “the 
financial circumstances of this lady have 
been changed for the better, by reason 
of a happy marriage.” 


The residue of the estate is placed in 
trust with Mrs. Freeman and First and 
Merchants National Bank of Richmond, 
which are also named as executors. By a 
first codicil executed shortly after the 
Revenue Act of 1948, Dr. Freeman re. 
vised the original trust provisions to 
take advantage of the marital deduc. 
tion. Trust A is to consist of assets equal 
to one-half his adjusted gross estate as 
defined by that Act, less the $20,000 
legacy, personal property and life in- 
surance passing to Mrs. Freeman and 
included in the taxable estate. Trust B 
will consist of the remainder. 


In addition to the income, the trustees 
are authorized to pay Mrs. Freeman w 
to $5,000 annually because of emerger- 
cies, sickness, accident or other needs. 
Principal remaining at her death will 
pass as she directs by her will. The 
family residence is to be allocated to 
Trust B, and Mrs. Freeman may oe- 
cupy it so long as she desires, with all 
charges for maintenance to be paid out 
of Trust B income. She may direct the 
trustees to sell the home and purchase 
another. The balance of income is to be 
paid to her. The bank as trustee is av- 
thorized, with Mrs. Freeman’s consent, 
to expend principal for the purposes 
mentioned above for the benefit of the 
children and their issue. 


Upon the widow’s death, the principal 
of Trust B is to be divided equally among 
the children. In this connection, the will 
declares that, notwithstanding Dr. Free- 
man’s confidence in his son-in-law and 
prospective son-in-law, it had been his 
experience that “married women ar 
much happier... if they have a certail 
amount of money distinctly their own.” 


Therefore, the bequests from the trust f 
to the two daughters are “to be Tf 
garded as in every way their own and J 
not subject to the obligations, direction, J 


control or use of their husbands.” 
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The Life Insurance Policy Contract 





Edited by Harry Krueger & Leland Waggoner. 
Little, Brown & Co., Boston. 417 pp. $6.50. 






As a member of the Bar, this reviewer 
is aware of the woeful lack of under- 
standing of the life insurance contract 
on the part of attorneys. As one close 
to the trust business, he is likewise cog- 
nizant of the limited comprehension of 
the nature of the policy by trustmen gen- 
erally. This compact collection of papers 
by 21 authorities should, therefore, fill 
a great need for knowledge. 













Written in the main by company coun- 
sel and with a decidedly legal flavor, the 
volume is ideally suited to the lawyer’s 
taste. And while it may be regretted that 
the trust fraternity is not represented 
among the galaxy of authors to discuss 
certain estate planning phases, a sub- 
stantial segment of the book should be 
of direct interest even to those trustmen 
who would not be concerned with details 
of the policy. Lest the primary purpose 
of the work be overlooked, it should be 
stated that it is for the life underwriter. 













The opening chapters deal with the 
policy generally and basic rules of con- 
tract law. Then follow clause-by-clause 
discussions, with a final chapter on per- 
tinent state legislation. Of particular 
value to T&E’s audience are the chapters 
which analyze “Beneficiary Clauses and 
Their Legal Implications,” and “Settle- 
ment Options and Legal Problems” 
(two). In the first named chapter, Robert 
Dechert, prominent member of the Phila- 
delphia Bar, discusses such matters as 
the extent of the beneficiary’s rights be- 
fore and after maturity, manner of bene- 
ficiary designation, and right to change 
manner of distribution, including the re- 
cently litigated question of the testa- 
mentary nature of a settlement agree- 
ment executed by the beneficiary. 














The chapters on settlement options, 
written by Deane C. Davis, president of 
National Life of Vermont, give an un- 
biased comparison of the advantages and 
disadvantages of options and insurance 
trusts, trust or debt nature of a settle- 
ment with its attendant legal questions, 
liability of the company for federal in- 
come and estate taxes on the proceeds 
retained, applicability of rule against 
perpetuities and other rules of property, 
trustee’s power to elect settlement options 
(the author disavows any opinion with 
respect to making the options available 
particularly to corporate trustees, but his 
leanings seem to be indicated), the prob- 





| lems created by guardianships, tax im- 
| Pacts, and the use of options under buy- 
| and-sell agreements (to which the writer 


is opposed). 
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CURRENT LITERATURE NOTES 


Originally conceived as articles for the 
estimable Journal of Chartered Life Un- 
derwriters, all the chapters have been 
re-written and integrated into an har- 
monious pattern. The editors and pub- 
lishers are to be complimented for thus 
making the material available to a de- 
servedly wider audience. 


Practical Formulas for Successful In- 
vesting 


LUCILE TOMLINSON. Wilfred Funk, Inc. 


New York. 295 pp. $4.50. 


Perhaps one of the best features of 
Miss Tomlinson’s new book about the 
always interesting and steadily expand- 
ing field of formula plan investment is 
its practicality. As an experienced stu- 
dent, she presents all facets of her sub- 
ject without allowing it to become too 
abstruse and technical. The professional 
fund manager will find answers to his 
questions about advanced techniques in- 
volving moving averages, variable ratio 
formulae or trend identification, while 
the layman interested in a non-emotional 
approach to investment will likewise 
learn the possibilities for capital ac- 
cumulation which this method offers. 


Miss Tomlinson has been a particular 
advocate of the dollar cost averaging 
school and her exposition of results ob- 
tained makes excellent reading. But 
there are, apparently, quite a few ways 
to tackle the investment problem along 
formula lines and each reader will doubt- 
less discover helpful and valuable data 
bearing upon his individual situation. 
Another feature is devoted to the rela- 
tionship of life insurance to personal and 


family investment programs in assuring 
a sufficient degree of security. A great 


many investors should welcome Miss 
Tomlinson’s sane outlook and guidance 
in reducing the worry and tension often 
associated with market commitments if 
they follow one of the several plans 
which she has so thoroughly documented 
here. 


Trust Administration and Taxation 


WALTER L. NOSSAMAN. Matthew Bender & 
Co., Albany, N. Y. 2 vols. $25. 


The march of tax events is graphically 
scored (if metaphors may be mixed) by 
the history of these two volumes. Origi- 
nally published in 1945, volume 1 con- 
sisted of 867 pages devoted to the first 
half of the title and covering the powers 
and duties of trustees, the legal princi- 
ples governing perpetuities, accumula- 
tions and future interests, an excellent 
discussion of conflict of laws questions, 
and a helpful collection of forms. In the 
intervening years, the cumulative sup- 
plement has grown to something less 
than 25% of the basic volume — 212 
pages. On the other hand, volume 2 
dealing with the taxation part of the 
title has been reborn in a new book of 
509 pages,’ almost double the 264 pages 
of the first edition which outgrew con- 
venient supplementation. 


Those who have used this treatise in 
the past have recognized its practical 
value, written as it is by one of the 
nation’s outstanding authorities on fidu- 
ciary taxation whose earlier years as 
trust counsel for one of the largest trust 
departments in the country have equip- 
ped him with special knowledge of the 
day-to-day problems in the administra- 
tion of trusts. New readers will likewise 
experience that reaction. 
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INCOME TAX 


Community income during estate ad- 
ministration — Capital gains on sales of 
realty by executor. Decedent died leaving 
substantial portion of his estate as com- 
munity property. During period of estate 
administration, executor collected all in- 
come from community property in estate 
and distributed one-half thereof to wife. 
Executor reported on!y one-half of estate 
income on fiduciary return. Commissioner 
proposed deficiency contending that ex- 
ecutor was required to report entire com- 
munity income, not just one-half. 


During taxable year under review, 
executor also sold estate’s interests in 
certain real estate, which prior to dece- 
dent’s death were held primarily for sale 
to customers in ordinary course of busi- 
ness by a partnership of which decedent 
was a member. Commissioner determined 
that such sales resulted in ordinary in- 
come, and not capital gain. 


HELD: For taxpayer. Estate need 
not report surviving spouse’s share of 
community income. Realty sales after 
death resulted in capital gain. Facts 
showed that executor and co-owners had 
no sales activity, that this was a liquid- 
ation of assets. Hence, such properties 
were not held by executor primarily 
for sale in ordinary course of a trade 
or business. Estate of W. D. Haden, T.C. 
Memo Op., July 14, 1953. 


Income of estate distributed by execu- 
tor to himself, as legatee, during estate 
administration. Taxpayer’s wife died on 
January 18, 1946. Under terms of her 
will he received entire estate. In addi- 
tion he was appointed sole executor to 
serve without bond. Estate consisted 
wholly of wife’s one-half interest in 
community assets. During estate admin- 
istration, taxpayer co-mingled estate’s 
accounts with his own and kept no sepa- 
rate books. He reported estate’s income 
on fiduciary income tax return and 
claimed deduction for distribution of 
such amounts to himself as sole legatee. 
Such income was reported on his per- 
sonal return and tax paid thereon. Con- 
tending that he had no right to dis- 
tribute income from estate during ad- 
ministration, taxpayer claimed refund 
for tax paid by him individually on 
estate income. 


HELD: Refund denied. Even assuming 
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improper action, taxpayer is in no posi- 
tion to complain. He had opportunity 
to handle estate properly and refused. 
Also, because estate was abundantly 
solvent, no one could complain of his 
action. Austin v. United States, D.C., 
S.D., Texas, June 30, 1953. 


Deductibility of executor’s commissions 
paid by testamentary trustee. When dis- 
agreement arose among the three execu- 
tors of estate, New York Surrogate’s 
Court ordered that estate assets be turn- 
ed over to testamentary trustee. Further 
ordered such trustee to pay from in- 
come and principal, if necessary, execu- 
tors’ commissions allowed by Court for 
rents collected and for receiving and pay- 
ing out income. Trustee was required 
to complete work ordinarily performed 
by executors. Upon payment of execu- 
tors’ commissions, trustee deducted such 
amounts. Commissioner disallowed the 
deductions. Trustee paid deficiency and 
sued for refund. 


HELD: Taxpayer’s claim was allowed 
to extent executors’ commissions were 
paid on property passing to trustee. Un- 
der New York law, executor’s commis- 
sions are payable and thus deductible 
by the estate only when accounting is 
filed and Court determines proper com- 
missions. Court held that commissions 
were properly deducted by trustees. Be- 
cause of Surrogate’s decree and fact 
that trustee had to perform many ser- 
vices usually performed by executors, 
trustee was in effect a successor execu- 
tor. Government’s argument that trustee 
was deducting expense properly attri- 
butable to another entity, decedent’s es- 
tate, was overruled. New York Trust Co. 
v. United States D.C.S.D. N. Y., July 14, 
1953. 


ESTATE TAX 


Retained power to accumulate or dis- 
tribute not considered right to designate 
enjoyment. Settlor created three identi- 
cal trusts, inter vivos, for benefit of her 
children, naming herself as one of three 
trustees, but taking no active part in 
trust management. During settlor’s life, 
trustees had power to accumulate or dis- 
tribute income of trust for benefit of 
child and could distribute principal for 
child’s comfort, support and mainten- 
ance. Upon settlor’s death, principal and 
all accumulations became payable to 


beneficiary outright. Trust 


instrument 
made no provision regarding disposition 
of trust property in event beneficiary 


predeceased settlor. Trusts were ex. 
pressly made irrevocable. Estate tax de. 
ficiency was assessed based on inclusion 
of trust principal in decedent’s estate 
‘nder Sec. 811(c)(1)(B)(ii) of Code, 
Executor paid deficiency and sued for 
refund. 


HELD: District Court sustains execu. 
tor’s claim in opinion, but withheld fina! 
decision until Supreme Court decides 
similar case on review, Lober v. U. S, 
108F. Supp. 731 (1952). 


Decedent was not considered to have 
retained, in conjunction with other trus- 
tees, right to designate person who shall 
possess or enjoy property or income 
therefrom. Under Minnesota law, settlor 
had no reversionary interest if benef- 
ciary predeceased her. In such case, in- 
come and corpus would pass pursuant 
to beneficiary’s will or by intestacy. Thus 
settlor, through reserved powers, could 
control only time of taking. Who should 
take was controlled by the beneficiary. 
Barney v. Kelm, D.C. Minn., July 31, 
1953. 


Includibility of trust corpus based on 
reservation of contingent life estate. In 
1935 decedent created trust providing 
that income be paid to his wife during 
her life, and to himself thereafter for 
life, if he survived. Decedent prede- 
ceased his wife. Commissioner included 
value of trust corpus, less wife’s life 
interest, in decedent’s gross estate. Ex- 
ecutors paid deficiency proposed and sued 
for refund. 


HELD: Denied. Decedent retained 
possession or enjoyment of right to in- 
come for a period which did not in fact 
end before his death within meaning of 
Section 811(c) (1) (B) of Code. Marks v. 
Higgins, D.C.S.D., N. Y., July 9, 1953. 


Trusts with income retained — recip- 
rocal trusts. In 1935 husband and wife 
created trusts for benefit of each other 
which were conceded to be reciprocal. 
Thus, wife was deemed grantor of trust 
nominally created by husband, and hus- 
band was deemed grantor of trust nomi- 
nally created by wife. Trust of which 


wife was deemed grartor provided power! § 


in trustees to make such distributions 
from income or principal to wife during 
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her life “as the trustees deem necessary 
for her comfort, support and/or happi- 
ness.” Principal and accumulations were 
payable on wife’s death to sons and 
their families. Sons or survivor, with 
consent of trustees, could amend trust 
in whole or in part. Upon wife’s death 
Commissioner assessed estate tax defici- 
ency contending that value of trust was 
includible in her estate under Sec. 811- 
(c) and (d) of Code. 


HELD: Deficiency sustained because 
grantor retained right to income for 
period which in fact did not end before 
her death. Trustees had no ascertainable 
standard on which they could refuse to 
act, since wife could demand income 
solely for her “happiness.” In effect, she 
had retained right to entire income for 
life. Facts show that she received sub- 
stantially all the trust income while 
alive. Power of amendment in sons does 
not change decision since power never 
was effectively exercised. 





















In comparing values to ascertain to 
what extent wife was grantor of hus- 
band’s trust, subsequent transfers to 
husband’s trust should be taken into 
account. Estate of Carolyn Peck Board- 
man, 20 T.C. No. 123, July 30, 1953. 











Deductibility of charitable gifts in 
remainder. Decedent created trust pro- 
viding income for life of wife, remain- 
der to charity, subject to discretionary 
power in trustee to pay out principal 







“to meet any unusual demands, emergen- 
cies or requirements or expenses for her 
personal needs.” Commissioner disallow- 
ed deduction for value of remainder 
passing to charity, contending that trus- 
tee’s discretionary power made remain- 
der impossible to evaluate. Executor paid 
deficiency and sued for refund. 


HELD: Based on evidence that wife 
led conservative life and income pay- 
ments exceeded her annual expenses, 
jury returned special verdict finding that 
(1) trustee’s exercise of right to make 
payment out of principal can be reason- 
ably predicted and (2) trustee will not 
make payments out of principal to life 
beneficiary. Lincoln Rochester Trust Co. 
v. McGowan, D.C.W.D. N. Y., June 29, 
1953. 


Girt TAX 


Valuation of diamonds based on cost, 
including Federal excise tax. Taxpayer 
purchased diamond ring in 1941 for 
$45,000 plus $4,500 excise tax and made 
gift of ring to daughter in 1946 report- 
ing its value as $50,000. In 1947 taxpayer 
purchased diamond ring and ear clips 
for $200,000 plus $40,000 excise tax and 
five months later gave them to daughter, 
reporting their value as $121,000. Tax 
court disregarded irreconcilable conflict 
in expert testimony and considered cost 
to be best evidence of value, adjusted in 
case of 1946 gift for appreciation in 
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value from 1941. Cost was considered to 
include Federal excise tax added thereto. 


HELD: Affirmed. Court acted properly 
when it based valuation on cost where 
there was conflicting evidence as to value 
and limited market for particular goods. 
Cost in such situation was proper evi- 
dence of what willing buyer would pay. 

Tax Court was also affirmed on in- 
cluding excise tax in valuation, Circuit 
Court expressed doubts as to reasonable- 
ness of this rule. However, since regula- 
tions of long standing express value for 
gift tax purposes in terms of sales price 
that willing buyer would pay, excise tax 
should be included in value, since that 
is part of price buyer would be consid- 
ered as willing to pay. Publicker v. 
Comm. 3d Cir., July 16, 1953. 


RULINGS 


Charitable bequest pursuant to will 
contest settlement. Charitable legatee 
under decedent’s first will contested ad- 
mission to probate of decedent’s second 
will. Will contest was settled by agree- 
ment that second will be admitted to 
probate, with charitable legatee receiv- 
ing under first will a substantial amount. 


Bureau continues to follow principle 
in Lyeth v. Hoey, 305 U. S. 188 (1940). 
Where settlement is made based on 
standing as legatee or heir, amount re- 
ceived in settlement is considered testa- 
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mentary disposition. Thus, amount re- 
ceived by charity in settlement is de- 
ductible on estate tax return as chari- 
table gift pursuant to Sec. 812(d) of 
Code. Rev. Rul. 145, I.R.B. 1953-16 p. 35. 


Spouse’s consent to gifts made to third 
parties. Where husband and wife consent 
to treat gifts to third persons as made 
one-half by each, such consent will apply 
to all such gifts made by either spouse 
during taxable year for which consent 
is given. Rule applies even though con- 
sent is executed on only one of separate 
gift tax returns filed. Rev. Rul. 146, IR.B. 
1953-16, p. 37. 


Right of blanket inspection of estate 
and gift tax returns. Within discretion 
of Commissioner, state officials and offi- 
cials other than Treasury Department, 
may be given right to inspect particular 
estate and/or gift tax returns upon 
application setting forth reason for in- 
spection. Rey. Rul. 132, I.R.B. 1953-15 
p. 17. 


Powers of appointment — proposed 
regulations: Proposed regulations were 
published in the Federal Register, 
August 5, 1953 which will conform the 
present applicable estate and gift tax 
regulations to the Powers of Appoint- 
ment Act of 1951. When officially issued, 
these regulations will be discussed in 
detail. 
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NEW TAX LAW MAKES FAVORABLE 
CHANGES 


HILE H.R. 6426, SIGNED BY THE 

President on August 15, as “The 
Technical Changes Act of 1953,” is 
not a major tax measure, it combines 
a number of remedial amendments 
and extensions of deadlines which 
are important in individual situa- 
tions. A summary of the estate, gift 
and decedent’s income tax provisions 
follows in the order in which they 
appear in the Act: 


Sec. 104. Deceased servicemen’s in- 
come tax: Income taxes of members 
of the Armed Forces who die in a 
combat zone or as a result of service 
therein prior to January 1, 1955 (ex- 
tended from 1954) are abated, both 
with respect to the year of death and 
any unpaid prior taxable years end- 
ing after the first day of service in 
the combat zone. 


Sec. 106. Servicemen’s estate tax: 
The additional estate tax is made 
inapplicable in the case of members 
of the Armed Forces who are killed 
in action in a combat zone or die 
as a result of service therein, be- 
tween June 24, 1950, and January 1, 
1955 (extended from 1954). 


Sec. 203. Basis of trust property: 
The present law provides that the 
capital gain or loss basis of property 
received from a_ revocable trust, 
under which the income was paid to 
or on the direction of the grantor 
for life, shall in the hands of the 
recipients of the property after his 
death be the same as if the instru- 


ment had been a will executed on the 
date of death. This basis is now also 
made applicable to trusts (with simi. 
lar income provisions) wherein the 
grantor reserved the right to alter 
amend or terminate. 


’ 


Sec. 207. Transfers taking effect at 
death: (a) Complete freedom from 
estate tax is restored to all transfers, 
with income retained, made by a dece- 
dent before March 4, 1931, or be. 
tween that date and June 7, 1932 
(unless the latter transfer would 
have been taxable apart from the 
Joint Resolution of March 3, 1931), 
It will be recalled that the Supreme 
Court held in the Church case that 
transfers with income retained were 
includible in the decedent’s gross 
estate even though made prior to the 
date of the Joint Resolution. This 
doctrine was overruled by the Tech- 
nical Changes Act of 1949 but re- 
quired then living transferors to re- 
lease all income rights before 1951 
if their transfers were to be tax-free 
upon their death after 1950. The new 
law dispenses with the requirement 
of a release. 


(b) To estates of persons who died 
before February 11, 1939, are ex- 
tended the refund benefits accorded 
later estates by the Technical 
Changes Act of 1949, provided they 
are not barred by the statute of 
limitations and claim is filed within 
one year from the enactment of this 
Act. 
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Sec. 208. Relinquishment of discre- 
tionary powers: Under existing law, 
certain discretionary powers over a 
trust, which would render the prop- 
erty includible in the grantor’s es- 
tate, would if released prior to De- 
cember 31, 1947, have been exempt 
from gift tax. The present Act bars 
the application of the estate tax to 
such trusts if the donor was unable 
to relinquish the powers by reason 
of mental disability which existed 
from at least October 1, 1947, to the 
date of his death after December 31, 
1950. 


Sec. 209. Reversionary interests in 
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oa life insurance: In adopting the pre- 
uld mium payment test for includibility 
the of life insurance proceeds in the in- 
31), sured’s estate, the Revenue Act of 
ome 1942 provided that premiums paid 
hat before January 10, 1941 (when the 
rere Treasury first promulgated that test) 
088 would be excluded in the calculation 
the if after that date the insured did not 
‘his p Possess any “incident of ownership” 
ch. gin the policy. The Revenue Act of 
ye. 41950 excluded from the definition of 
re. § Incident of ownership” a reversion- 
95] gary interest which did not at some 
ree time after January 10, 1941, exceed 
ew give per cent of the value of the 
ent gPolicy or arose by operation of law 

rather than under the terms of the 

policy. This favorable exception was 
ied made available only to decedents dy- 
ex- Bing after October 21, 1942. Thus, the 
led Bestates of decedents dying between 
eq] Bthe last two mentioned dates were 
ey Bin some instances more harshly 
of § treated than those of later decedents. 
in § The 1953 Act provides that insurance 
ris Bin such estates shall be treated in 


the same manner as in post-1942 es- 
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tates. No interest is allowed on any 
resulting overpayment. 


Sec. 210. Special marital deduction 
for some decedents: As to estates of 
decedents dying between December 
31, 1947, and April 3, 1948, the date 
of the Act creating the marital de- 
duction, a special qualifying status 
is granted by the new law. If under 
the will the surviving spouse is en- 
titled for life to all the income from 
the property, payable at least annu- 
ally, with power in the spouse to 
use and consume such portion there- 
of as she or he may need for com- 
fortable support and maintenance, 
and with no power in any other per- 
son to appoint any part of the prop- 
erty, such property is entitled to 
qualify for the marital deduction. 
To take advantage of this, the sur- 
viving spouse must, within one year 
from the date of the 1953 Act, file 
an election with the Secretary of the 
Treasury, in which event the prop- 
erty will be deemed to be subject to 
a general power of appointment ex- 
ercisable by deed or will and there- 
fore includible in the surviving 
spouse’s gross estate at death. No 
interest is allowed on any refund. 


A A A 


Stephenson Made Honorary 
Member of Legal Fraternity 


Gilbert T. Stephenson, internationally 
known trust authority and former Di- 
rector of Trust Research at the Graduate 
School of Banking, has been made an 
Honorary Member of the Ruffin Inn 
(Wake Forest) unit of the international 
legal fraternity, Phi Delta Phi. 
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New Pension Plan Approvals 
at Record High 


Treasury approved employer pension 
plans in effect on June 30, 1953, reached 
a new all-time record for the year, with 
a net gain of 3,657. The total number 
of plans in effect was 20,675. 


These facts are according to the Em- 
ployee Benefit Plan Review Research 
Reports, Chicago, which has issued a 
report based on an analysis of Internal 
Revenue Service (new name of Bureau 
of Internal Revenue) records. 


In addition to the Treasury approved 
plans in effect on June 30, there were 
1,349 requests for approval pending. 
and 67 applications for terminations. 


Up to June 30, 1953, the Internal 
Revenue Service has ruled on 22,069. 
retirement plan qualifications and has 
approved 1,394 terminations, which 
means that 93.7% of the plans which 
were established are still in effect. 
These totals are cumulative The sharp 
original growth in pension and profit- 
sharing retirement plans, however, came 
during World War II, with 96.8% of 
all employer pension or profit-sharing 
retirement plans now in effect being 
established since 1940. 
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Insurance Taxation 
(Continued from page 630) 


insurance arrangement is dissolved, or 
where an estate of a deceased partner 
sells to the other partners a policy he 
held on them — there is a transfer to 
the insured, and the exemption is pre- 
served, If the policy is on the seller’s 
or a third person’s life, the usual trans- 
fer for consideration rules apply and 
the exemption is lost. In such a situation, 
it might be tax-wise more advisable to 
cancel the old policy and take out a 
new policy if possible. 


6. Ifa corporation is liquidated and 
a partnership formed with the assets 
received by the stockholders, the treat- 
ment of insurance policies will be: 


. If the stockholder receives from 
the corporation and contributes to the 
partnership a policy on his own life, 
the exemption will not be lost. There is 
a combination of a transfer to the in- 
sured and a carry-over basis. 


. . . If a stockholder receives and con- 
tributes a policy on the life of another, 
the exemption is lost on the liquidation, 
and continues to be lost to the partner- 
ship or partners. 


. .. If the stockholder receives a partial 
interest in a policy on his life, the ex- 
emption applies on any proceeds allo- 
cable to his interest. 


Transfer to Creditors 


If the creditor accepts a policy in 
satisfaction of his debt, there is a trans- 


fer, and the exemption is lost. Any part 
of the proceeds in excess of the cost 
will be taxable ordinary income. The 
cost in such a case will apparently be 
the cash surrender value at the time the 
policy is received, plus any additional 
premium or other payments. Though the 
Tax Court originally seemed to agree 
that the cost was based on the amount 
of the debt cancelled, it subsequently 
said that the measure is the cash sur- 
render value, and any excess over that 
amount is a bad debt. The fact that the 
creditor has taken a bad debt deduction 
for his entire debt will apparently not 
affect the amount of his cost. 


If the creditor takes out a policy on 
the debtor, or if the debtor takes out the 
policy and names the creditor as bene- 
ficiary, there is no transfer, and the 
proceeds remain exempt. 


If the creditor holds the policy taken 
out or given to him merely as collateral, 
he is only collecting on his collateral, 
and anything he receives in excess of 
his basis for the debt is ordinary in- 
come. If he has taken a bad debt de- 
duction, the proceeds will, to that ex- 
tent, be the recovery of a bad debt. 


A A A 


A stranger breezed in with a big 
smile: “Good morning, Doctor, I just 
stopped in to tell you how much I 
benefitted from your treatment.” 


Doctor: “But you’re not one of my 
patients.” 

Stranger: “No, but my uncle was and 
I’m his heir. 
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Cooperation That Pays 
to a 10-point question. 


oo 

naire regardin trust-life under. 
writer cooperation, sent to leading 
trustmen in every state, were quoted by 
N. Baxter Maddox, vice president and 
trust officer of the First National Bank 
of Atlanta, at the convention of the 
National Association of Life Under. 
writers in Cleveland last month. Mr. 
Maddox, himself a chartered life under. 
writer and vice president of the Trust 
Division of the American Bankers As. 
sociation, reported these results: 


1. Do you run study classes or estate 
planning clinics for the benefit of life 
underwriters? Yes, 23. No, 117. 


2. Do you permit life underwriters 
to use your directors room, conference 
room, and library? Yes, 117. No, 23. 

9 


3. Do you or your associates belong 
to or attend the meetings of the life un- 
derwriters’ association? Yes, 96. No, 


4A, 


4. Will your trust officers make a 
joint call with life underwriters? Yes, 


135. No, 5. 


5. Do you have life underwriters 
on your mailing list? Yes, 127. No, 13. 


6. What do you think of the life 
insurance and trust council or estate 
planning council movement? Excellent, 
120. Didn’t know much about it, 20. 


~ 


7. a) Have you actual cases where 
you helped the life underwriter close 
business? Yes, 126. No, 14. 


b) Have life underwriters helped you 
secure trust business? Yes, 125. No, 15. 


8. Is the relationship between life 
underwriters and trustmen entirely satis- 
factory in your city? Entirely satisfac- 
tory, 106. Satisfactory, but could be 
improved, 19. Very little cooperation, 15. 


9. a) Do you advertise life insur- 
ance and life underwriters in newspa- 
pers, etc? Yes, 73. No, 67. 


b) Do you advertise life insurance 
and life underwriters by direct mail? 


Yes, 102. No, 38. 


10. Do you act as trustee under in- 
sured pension and profit sharing plans? 
Yes, 120. No, 20. 


Mr. Maddox quoted letters from life 
underwriters stating how they had been 
assisted by trustmen. They covered in- 
troduction to clients, recommendations 
and assistance in closing a sale, as 
sistance in finding and training recruits, 
and cooperation in local meetings and 
programs, either by personal participa- 
tion or by providing rooms. 
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RECENT FIDUCIARY DECISIONS 


CHARITABLE TRusTS — Cy Pres — 
Legacy to Maintain Family Ceme- 
tery Lots Does Not Express Gen- 
eral Charitable Intent 


Delaware—Court of Chancery 
Security Trust Co. v. Willett, 97 A. (2d) 112. 


Legacy in trust of $8000 to maintain 
family cemetery plot proved excessive, 
so that trust grew to $15,000. Question 
was whether excess should revert to 
estate or be used for charitable purposes 
under cy pres doctrine. 


HELD: Though trust is in some re- 
spects akin to a charitable trust, it does 
not manifest a general charitable intent 
such as would invoke cy pres. According- 
ly, a trust will be impressed on the sur- 
plus (amount to be determined by the 
Trustee) in favor of the estate. 


DISTRIBUTION — Adoption Statute in 
Effect at Life Tenant’s Death Con- 
trols 


Kentucky—Court of Appeals 
Major v. Kemmer, 258 S.W. (2d) 506. 


The testator left certain real estate 


| in trust with the income payable to the 
| life tenant and the remainder 


to her 
heirs-at-law. The heirs-at-law of the life 
tenant consisted of a natural and legiti- 
mate child and two adopted children. The 
question presented was whether the na- 


| tural child should inherit to the exclusion 


of the adopted children. 


Under the adoption statute in effect 
on the date when the will was probated, 


| the Court had held, with the exception of 


one isolated decision, that the adopted 
child, in the absence of the expression of 
a contrary intention, inherits from but 
not through the adoptive parents. Under 
the statute in effect at the date of the 
death of the life tenant the Court had 
adopted the rule that, in the absence of 
the expression of a contrary intention, 
the adopted child inherits through, as 
well as from the adoptive parents. 


HELD: In determining what persons 


» shall be entitled to take under a devise 
| or bequest to heirs or next of kin of a 


life beneficiary, membership in the class 
is to be ascertained by the statutory defi- 
nition in force at the death of such life 
tenant rather than one in effect at the 


| time of the execution of the will or the 


death of the testator. 


DIsTRIBUTION — Heirs at Law After 
Life Estate 
Delaware—Court of Chancery 
Delaware Trust Co. v. Delaware Trust Co., 95 
A. (2d) 569. 


Will gave life estate to husband, then 
to son, remainder to testatrix’ heirs-at- 


SEPTEMBER 1953 


law. Question on bill for instructions: 
Does remainder go to heirs-at-law as of 
date of testatrix’ death (son and his 
heirs) or of death of last life tenant? 


HELD: Rule that “heirs-at-law” are 
determined as of date of ancestor’s death 
is mere rule of construction. Here the 
instrument shows contrary intention 
which over-rules the rule of construction. 
Remainder goes to heirs of testatrix as 
of date of the son’s death. The residuary 
legatee under the son’s will does not 
take. 


GUARDIANSHIP -— Government Bonds 
Payable to Incompetent and An- 
other Jointly Not Convertible by 
Guardian of Incompetent Free of 
Rights of Co-Owner 


Tennessee—Supreme Court 

Morris v. Morris, 258 S.W. (2d) 732 (April 

25, 1953). 

The purchaser of Government bonds 
had them made payable to himself or an- 
other person. Thereafter the purchaser 
was adjudged incompetent and a guar- 
dian appointed for him. The guardian 
cashed the bonds and reinvested the pro- 
ceeds in securities made payable to the 
guardian alone, no mention being made 
of the joint payee of the original bonds. 
The proceeds of the bonds were not used 
for the maintenance of the incompetent. 
After the death of the incompetent the 
joint payee of the original bonds filed 
suit against the guardian and his surety, 
contending that the cashing of these 
bonds was a fraud upon his rights. A 
demurrer of the guardian was overruled 
by the Chancellor. 


HELD: Affirmed. Under the regula- 
tions of the United States Treasury De- 
partment, the guardian could properly 
cash the bonds but was bound to reinvest 
the proceeds according to the terms of 
the original bonds. Failure to do so con- 
stituted fraud upon the joint payee, who 
may impose a trust upon the proceeds 


of the bonds. Had the original purchaser 
predeceased the co-owner without cash- 
ing the bonds, the co-owner would have 
been entitled to complete ownership of 
them. After the adjudication of insanity, 
no one could sell or cash the bonds free 
from this right of the co-owner. 


INSURANCE — Life — Exercise of 
Settlement Option by Beneficiary 
Not Testamentary 


New York—Appellate Division, 1st Dept. 

Hall v. Mutual Life Ins. Co., 122 N.Y.S. (2d) 

239. 

In 1941, the primary beneficiary of a 
life insurance policy elected to leave the 
proceeds with the insurer under an op- 
tional settlement whereby she would re- 
ceive interest until her death, whereupon 
the principal sum was to be paid to her 
named supplementary beneficiary. A sup- 
plementary contract was issued to such 
effect, in which she named her then hus- 
band to receive the principal upon her 
death. In the supplementary contract she 
did not reserve power to change such 
designation, but she reserved power at 
any time during her life to withdraw 
all or part of the principal. The policy 
provisions of the interest option did not 
mention partial withdrawals of princi- 
pal and called for payment of interest 
annually, whereas the supplementary 
contract called for quarterly payments 
of interest. 


In 1950, after some twelve years of 
marriage, and there being a child of that 
marriage, the primary beneficiary and her 
named husband were divorced; she re- 
married; and in August of that year she 
died. In the short period between her 
divorce and death she did not exercise 
her power to withdraw principal. Her 
executors (one of whom was her second 
husband) claimed the principal, contend- 
ing that the gift over to her first hus- 
band on her death was an attempt to 
make a testamentary disposition with- 
out complying with the Statute of Wills. 
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The Supreme Court adjudged that the 
proceeds were payable to the executors 
of the primary beneficiary on the ground 
that to uphold her designation of her 
first husband as the beneficiary on her 
death would permit a circumvention of 
the Statute of Wills, as reported in the 
February 1952 issue. 


HELD: Reversed. The supplementary 
contract was not testamentary. This was 
a provision for the continued holding of 
insurance moneys, and the provision 
therefor could not have arisen were it 
not inchoate in the insurance contract. 
There is ample evidence of legislative 
intent to support optional settlements, 
particularly in the 1952 enactment of 
Sec. 24-a of the Personal Property Law 
(and the accompanying note of the Law 
Revision Commission) which was not a 
change in the law but declaratory of 
what the law had always been. That 
statute, which was enacted in response 
to the decision below, provides that a 
supplementary contract is not subject to 
the Statute of Wills though it provides 
a gift over on death. - 


Joint TENANCY — Insanity of One 
Party to Bank Account Makes Im- 
possible Appropriation by Other 


Delaware—Court of Chancery 
In re Griffith, 93 A. (2d) 920. 


Griffith was adjudicated insane, and 
his wife was appointed as his trustee. 


She withdrew the balance in a savings 
account held jointly in his name and 
hers. On exception by a successor trus- 
tee to an account filed by the original 
trustee’s executrix. 


HELD: The trustee must account for 
the entire sum in the account. Prior to 
Griffith’s insanity the fund was held by 
the entireties, which could be destroyed 
by joint action of both parties. Hoyle v. 
Hoyle, 31 Del. Ch. 64, 66 A (2d) 130. 
However, Griffith’s insanity made it im- 
possible for him to consent to a division. 
He is now entitled to the entire amount 
as surviving joint tenant. 


JOINT TENANCY — Distribution of 
Joint and Survivorship Assets 


Nebraska—Supreme Court 
Crowell v. Milligan, 59 N.W. (2d) 346. 


I. Stock owned by A was, at her di- 
rection, transferred on the books of the 
company to A and B, as joint owners 
with right of survivorship. 


HELD: B, as survivor, was entitled to 
the stock. “Right of survivorship is to be 
carried out in accord with the intent of 
the donor. It is not necessary to decide 
whether the transfer created a joint 
tenancy or tenancy in common with right 
of survivorship.” 


II. A special account on’ the books 
of the company in the name of A, was 
at her direction, transferred to A and B, 
jointly. Subsequently, A directed her 
agent to deposit the funds in the bank 
in his name as A’s agent. At the time 
of A’s death, the account was several 
times larger than the balance on the 
books of the company at the time A di- 
rected the transfer to be made. 





HELD: B was entitled to the balance 
on the books of the company at the time 
the transfer was made, as A had no 
right to destroy the joint ownership; but 
B’s right is limited to the amount in the 
joint account at the time of the transfer, 
Additional deposits made in the bank 
account failed to show the requisite de. 
livery necessary to complete a gift. 


III. Mexican bearer bonds were de- 
livered by A to X, to give the proceeds 
to C, or deliver the bonds to C if re. 
quested by C. C was not informed of 
the gift. 


HELD: The attempted gift failed since 
authority of the agent was revoked by 
A’s death before delivery of the bonds 
to C. 


LIFE TENANT & REMAINDERMAN — 
Trustees Have No Power to Dis- 
tribute Principal for Support of 
Life Beneficiary 


New Jersey—Superior Court, Appellate Div. 
Segelken v. Segelken, 97 A. (2d) 501. 


Decedent’s will created a testamentary 
trust providing income for life equally 
to his wife and son. The will directed the 
executors to distribute principal to the 
wife and son for support and main- 
tenance until the income was “sufficient 
for such purpose.” The son instituted an 
action for construction of the will di- 
recting the trustees to distribute prin- 
cipal to him for support. The trial court 
held that it was testator’s intention to 
provide for the son from income or prin- 
cipal and directed the trustees to pay 
$4,000 annuity to the son from income 
and principal. 


HELD: Reversed. The trustees have no 


unexcelled 


ancillary service 


for estates and trusts — through 


Kentucky’s largest, most comprehensive 


trust company. 
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power to pay out principal to the son 
for support. Intention of testator was 
to have the executors use principal for 
support only until the trust became 
income-preducing. Remainder of will 
limited beneficiary’s interest to trust in- 
come. Court cannot direct trustee to alter 
beneficial interests without consent of 
remaining beneficiaries even where plain- 
tiff invokes doctrine of necessity. 


PowERS — Limitations — Restraint 
on Adoption and Change of Name 
of Trust Beneficiary Upheld 


Tennessee—Supreme Court 


National Bank of Commerce v. Greenberg, 258 
S.W. (2d) 765. 


Testator left a large sum in trust for 


| his granddaughter, the child of his de- 


ceased son, providing that if she should 
be adopted by anyone other than a mem- 
ber of the immediate family and her 
name changed prior to her eighteenth 
birthday, the trust should terminate and 
the corpus would be payable to other per- 
sons. Before the beneficiary was eigh- 
teen years of age, her mother remarried, 
and the child was adopted by her step- 


| father. Her name was changed to that 
| of the stepfather. In this action by the 


trustee to determine its duties, the Chan- 


| cellor upheld the conditions of the trust 


and held that the breach thereof de- 
prived the child of any interest in the 
fund. 


HELD: Affirmed. The guardian of the 
child contended that the restraint on 
adoption is against public policy, and 
further that the minor could not con- 
sent to the adoption and accordingly was 
not guilty of a voluntary breach of the 
trust conditions. The Court held, how- 
ever, that the public policy of the state 
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is contained in its statutes, decisions and 
constitution, and that nothing therein 
prevented a limited restraint upon adop- 
tion. A general restraint might offend 
public policy, but a testator has great 
freedom in disposing of his property. 
Unless he clearly violates the interests 
of society, his intention will be carried 
out. The courts will not inquire as to 
the reasonableness or fairness of his 
disposition of his estate. Regardless of 
whether the conditions in the present 
case be deemed conditions precedent or 
subsequent, they have been violated, and 
the trust is terminated. The question of 
whether the minor consented to the 
breach of the conditions is immaterial. 
The testator did not limit the trust in 
such a manner that her consent would 
control. He obviously contemplated that 
the condition might be breached during 
her minority, inasmuch as her eighteenth 
birthday is made a critical point in the 
restraint on adoption. 


REAL PROPERTY — Owner Cannot 
Create Remainder in Himself or 
His Heirs at Law 


Tennessee—Supreme Court 
Cochran v. Frierson, 258 S.W. (2d) 748. 


By her deed in 1886, grantor conveyed 
property to her daughter for life, then 
to her surviving issue. The deed pro- 
vided, however, that in default of sur- 
viving issue of the daughter at the ter- 
mination of the life tenant, the property 
would revert to the grantor or her heirs. 
The grantor died intestate in 1920. Her 
daughter died testate in 1950, leaving 
no issue surviving. Collateral relatives of 
the grantor, claiming to be her heirs at 
law following the death of the daughter, 
contended that the grantor had created 
a contingent remainder in herself or her 
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heirs, which became vested upon the 
death of the daughter without issue. The 
devisees of the daughter contended that 
the grantor had retained a reversionary 
interest, and that the reversionary in- 
terest passed to the daughter upon the 
death of grantor in 1920, giving the 
daughter thereafter the fee simple title 
to the land, subject to a contingent re- 
mainder to her issue. The Cancellor held 
in favor of the devisees of the daugh- 
ter. 


HELD: Affirmed. The ancient rule of 
law that a person may not create a re- 
mainder interest in favor of himself or 
his heirs is still in effect in Tennessee 
and has become a rule of property in 
this state. Accordingly, the interest of 
the grantor under the above deed was a 
reversion rather than a remainder, and 
upon the death of grantor, the rever- 
sionary interest passed immediately to 
her daughter, who thereby became vest- 
ed with fee simple title, subject to a con- 
tingent remainder which never vested. 


SpouseE’s RIGHTS — Homestead 
Carved Out of One Tract 


Arizona—Supreme Court 
In re Stanger’s Estate, 257 P. (2d) 593. 


Amy and Albert Stanger, then resi- 
dents of Montana, were married in 1949. 
Mr. Stanger had several children by a 
previous marriage. Shortly after the 
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marriage he came to Arizona and pur- 
chased 60 acres of land east of Mesa 
for some $22,500. Some $12,000 of the 
purchase price was paid from the per- 
sonal savings of Albert, $3,000 from per- 
sonal funds of Amy. A few dollars were 
paid from a joint bank account of the 
two, and a mortgage for the balance was 
signed by both parties. The property had 
six residence buildings together with 
garage, well and tower on it. The main 
residence was a large, two-story one. 
All of the houses were rented and the 
money put in a joint account. 


Mr. Stanger died in 1950, and Amy 
was appointed administratrix and there- 
after filed a petition to set over the en- 
tire 60 acres as a probate homestead. 
This was done by the trial court. One 
of Albert’s children contested the order. 
At the hearing it appeared from the 
testimony of Mrs. Stanger that the 
property was to be taken as community 
property at the direction of her late 
husband. This was corroborated by the 
testimony of the person preparing the 
deed. The trial court denied the contest 
and awarded the entire 60 acres to Mrs. 
Stanger as a probate homestead. 


HELD: There is sufficient evidence 
to show that the parties intended the 
60-acre tract to be the community proper- 
ty of the deceased and appellee. How- 
ever, the trial court was not required, 
under Section 38-902, Ariz. Code Ann., 
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1939, to set aside the entire tract as pro- 
bate homestead, since the property was 
clearly divisible, and an adequate home- 
stead could have been selected and carved 
out of the premises, excluding therefrom 
the rental houses and income property 
without injury. 


TAXATION — Estate & Inheritance 
— Includibility in Decedent’s Es- 
tate of Living Trust Where Dece- 
dent Had Retained Power to Ad- 
vance or Delay Enjoyment 


Minnesota, Fourth Division, U. S. District Court 
Fourth Division 


Barney v. Kelm, Fed. Supp. —— (July 
31, 1953). 





Decedent, a resident of Minnesota, cre- 
ated a living trust, denominated irre- 
vocable, for the benefit of each of her 
three children, naming herself and two 
of the children as trustees of each. De- 
cedent paid the required gift tax and 
later, in 1949, some twelve years after 
creating the trusts, died. In each trust 
the trustees had the power to make dis- 
cretionary distributions of income and 
principal to the particular beneficiary. 
Unexpended income in each case was to 
be accumulated. Upon decedent’s death 
each trust terminated and distribution 
was then to occur to each beneficiary. 
No express provision covered the even- 
tuality that a particular beneficiary 
might predecease the settlor. The repre- 
sentative of decedent’s estate, having 
paid a federal estate tax, as assessed, on 
the theory of includibility of the trusts 
under Sections 811(c) and (d) I.R.C., 
brings this action as plaintiff on a claim 
for refund. 


HELD: For plaintiff (findings to 
await decision of Lober v. United States, 
108 Fed. Supp. 731, cert. granted June 


19 





1, 1953, by the Supreme Court of the 
United States). 


As a matter of Minnesota law th 
beneficiary’s interest in each trust was a 
vested one which eliminated any possj- 
bility of reverter in the decedent. The 
decedent, through the powers to ae. 
cumulate and distribute principal, could 
control only the time of enjoyment but 
not the identity of the ultimate recipj- 
ents, a matter which was controlled only 
by the beneficiary. Commissioner y, 
Holmes, 326 U. S. 480, is distinguishable 
on the basis that there was a gift over 
in the event of the beneficiary’s death 
and consequently the settlor’s power of 
termination at any time amounted to a 
potential power to select among the per- 
sons to enjoy the property. (This result 
was apparently contra to that in the 
Lober case where the Holmes case was 
followed.) 


—Reported by Minnesota Legal Editor 


WILLs — Construction — Partial 
Termination of Trust Approved 


Oregon—Supreme Court 


Pioneer Trust Co. v. Thielsen, decided June 17, 
1953. p 


Jennie Thielsen died, leaving four chil- 
dren, Wiliam, Frederick, Ellen and Ed- 
ward. Under Jennie’s will Ellen was 
given the residence of the deceased, fur- 


niture and personal effects therein, and | 


the income for life from certain stock. 
Other pecuniary bequests were made and 
the residue given to the trust company 
in trust. The net income is given to each 
of the four children during their respec- 
tive lives. Upon the respective death of 
any one of the sons of the deceased, the 
trustee is authorized to convey to his 
surviving issue, one-third of the trust 
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estate, provided such issue has attained 
the age of 25 years. The trust continues 
as to the remainder until the death of 
the respective sons. Edward died, leav- 
ing a son and a daughter, both over 25. 


The controversy arises between the 
children of Edward on the one hand, and 
Frederick and Ellen on the other. The 
Jatter rely strongly on a provision in 
the will expressed as the purpose and 
intention “to provide an income for my 
three sons and daughter during their 
lives, and to provide for the distribution 
thereafter of the corpus of this trust 
estate to the issue born prior to the 
date of this will of said sons.” The de- 
fendants as the surviving issue of Ed- 
ward contend they are entitled to a dis- 
tribution of a one-third part of the 
corpus in fee. Frederick and Ellen claim 
a life estate in the whole trust with the 
income to be divided equally among the 
survivors of the testatrix’s four chil- 
dren. A holding in favor of the children 
of Edward would result in a progressive 
diminishing of the trust as each son of 
the testatrix dies and leaves issue sur- 
viving who are 25 years or older. 


HELD: The children of Edward were 
entitled to their distributive share of 
the trust, even though the entire trust 
might eventually be distributed leaving 
no income for Ellen from this source. 


WILLS — Construction Where 
Testator Omitted Description of 
Bequest But His Intention Was 
Clear, Court Would Supply Omit- 
ted Words 


Tennessee—Court of Appeals (Middle Section) 
Greer v. Anderson, 259 S.W. (2d) 550. 


Testator and his sister were the joint 


owners of a farm which had been in 
their family for many years. After the 
death of their father, they had pur- 
chased the interest of their other brothers 
and sisters in the farm. Testator never 
married, and he, his sister, and his sis- 
ter’s two children lived on the farm to- 
gether for many years. Testator was an 
invalid during much of his life, and his 
sister cared for him. She and her hus- 
band had actually contributed most of 
the purchase price when the shares of 
the other heirs were acquired. By a holo- 
graphic will dated January 3, 1930, testa- 
tor first directed that all of his debts 
and funeral expenses be paid. He then 
provided: “Secondly I give and bequeath 
to my sister, Elise Greer, as long as she 
may live, and then to Fred Anderson 
and Mary Alma Greer.” The only other 
provision of the will named his sister 
Executrix without bond. There was no 
description whatever of the property in- 
tended to be bequeathed or devised. The 
Trial Court held that testator obviously 
intended to dispose of all of his property 
by the will, giving the sister a life estate 
with the remainder to her two children 
above named. Consequently it held that 
the words “all of my property” should 
be inserted at the end of the provision of 
the will quoted above, and ordered the 
will reformed accordingly. 


HELD: Affirmed. The will in question 
was ambiguous and it was permissible 
for the trial court to admit evidence 
relative to the facts existing at the time 
of its execution in order to determine 
the intention of the testator, and as to 
the relations between him and the bene- 
ficiaries, and the amount and nature of 
his estate. In this case the one-half in- 
terest in the farm was practically all of 
the property which testator owned. While 
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the court will not write a will for a 
testator, it may supply, reject or trans- . 
pose words in order to carry out his 
manifest intention. It is apparent in the 
present case that the trial court reached 
the result intended by the testator. 


WILLs — Probate — Oral Agreement 
to Make Will is Enforceable 


Georgia—Court of Appeals 
First National Bank of Atlanta v. De Loach, 
74 S.E. (2d) 740. 


Plaintiff filed suit against the execu- 
tor of his wife’s will in which he sought 
to recover damage because of the breach 
of a parcel contract between the plain- 
tiff and the deceased. The petition showed 
that the wife had made a will in which 
she devised her property to her parents; 
that after the execution of this will, the 
plaintiff and his wife separated; that 
later she and the plaintiff entered into 
an oral agreement whereby the plain- 
tiff agreed to resume his marital rela- 
tion with her and in return she would 
make another will and leave all of her 
property to him; that plaintiff lived with 
his wife until her death; and that she 
failed to perform her agreement. The de- 
fendant demurred to the petition. Judg- 
ment was, rendered overruling the de- 
murrers. 


HELD: Affirmed. The petition set out 
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a cause of action based on the contract 
between the plaintiff and his wife. The 
agreement was not void because con- 
trary to public policy, the contract does 
not tend to cheapen and commercialize 
the marriage relationship and place the 
same upon a purely meretricious basis. 
The marriage relationship here had be- 
come seriously strained. The wife, being 
desirous of restoring the marital rela- 
tionship, a worthy desire, made this 
agreement. The plaintiff performed his 
part, and the wife failed in hers. Since 
it is the policy of the law to declare 
invalid agreements to sever the marriage 
relation, agreements to restore that re- 
lationship ought not to be held to con- 
travene public policy. 


LEGISLATION | 


Ch. 107: Provides that guardian ad 
litem shall be an attorney admitted to 
practice in this state and shall be allowed 
reasonable compensation, such as is cus- 
tomarily charged by attorneys in this 
state for comparable services; fee to be 
paid by party determined by court. 

Ch. 131: Provides with respect to in- 
heritance tax exemption for charitable, 
etc. bequests that requirement of use 
or purposes in Wisconsin shall be deemed 
satisfied as to all property which is used 
or permanently set aside for use ex- 
clusively within this state by corpora- 
tion, organization or trustee at any time 
before tax which would otherwise be 
payable on transfer has been conclusively 
determined. 

Ch. 140: Permits court to order sale 
of real estate if “for the best interests 
of the estate or the heirs.” 

Ch. 164: Permits fiduciaries to invest 
in all insurance policies and annuities 
of life insurance companies, rather than 
merely single premium endowment poli- 
cies and single premium annuities. 

Ch. 228: Provides that no sale of any 
fiduciary investment shall be required 
solely because of any change in the rela- 
tive values of eligible investments and 
that in determining values, market 
values shall be used. Fiduciary may rely 
upon published market quotations for 
those investments for which such quota- 
tions are available, and upon such valua- 
tions of other investments as are fair 
and reasonable according to available 
information. 

Ch. 258: Provides that time for filing 
claims against decedents may be extend- 
ed upon application of claimant filed 
“not later than 60 days after the time 
originally limited by order for present- 
ing claims.” (Formerly up to time of 
approval of final account.) 

Ch. 259: Permits County Court to as- 
sign sum not exceeding $2,000 for use 
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and support of widow even though there 
are no minor children of deceased. 


Ch. 298: Provides that minor or in- 
competent may appear by general 
guardian of his property and that guard- 
ian ad litem need be appointed only 
when minor or incompetent has no gen- 
eral guardian or where general guardian 
fails to appear or where interest of 
minor or incompetent is adverse to gen- 
eral guardian. 


Ch. 299: Authorizes judge at any time 
to require accounting by guardian or 
trustee at hearing after notice to all in- 
terested persons including sureties, who 
may once in every three-year period 
petition court for such hearing.” 


Ch. 300: Amends several sections re- 
lating to special administrators, subse- 
quently appointed executors or general 
administrators. 






Ch. 398: Provides that adopted person 
does not lose right to inherit from hig 
(formerly parents), 
and that adopted person shall inherit 
from his adoptive relatives in same man- 


natural relatives 


ner as from his natural relatives. 


Ch. 440: Amends several sections re. 
lating to specific performance of con. 


tracts for conveyance of land made by 


decedents during their lifetime and by 


incompetents prior to incompetency. 

Ch. 465: Provides that when savings 
and loan association share accounts are 
purchased by person in trust for an 
other, and no further notice of existence 
of valid trust shall have been given in 
writing to association, then on death of 
trustee, account may be paid to person 
for whom purchased. 

Ch. 479: Extends escheat section to 
legacies not claimed by legatee within 
120 days after entry of final judgment. 
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